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(2) MEDICAL SERVICES PREMIUMS

. BACKGROUND

Medicaid was enacted by Title XIX of the Social @&ty Act as an entitlement program to provide tieahre services to eligible

elders, disabled, adults, and children. The Madibadget is constructed based on projected nundfgrersons who will be eligible

(caseload) and projected average costs per peligiviée (per capita cost). This Budget Requesa iprojection of services that
entitled individuals will utilize during the yearThe first section of the Medical Services PremiuBuslget Narrative describes the
Medicaid caseload projection. The second sect@stribes the development of the per capita costafiplication of per capita

caseload and bottom line adjustments. A seriexlobits in this Budget Request support the Nareati

Several key points should be made evident befordu discussion. These change-producing issuesecthis line item to be
complicated to project. They are summarized dsvist

1. Adjustments have been made to caseload and pda casts for estimated impacts due to HB 05-1262, Tiobacco Tax Bill.
The costs are calculated through normal MedicaVi&es Premiums per capita cost methodology. Expenmedfor the programs
included in HB 05-1262 is from Cash Funds Exemptg&es other than the General Fund. Adjustmenemsoare that funding is
requested from the Health Care Expansion Fundnaogporated into Exhibit A, pages EA-2 and EA-Zg€s EA-4 through EA-
7 provide detail on the components of the fundtspliAdditional information is available in the Capment’'s Tobacco Tax
Update in this Budget Request.

2. The implementation of the Medicare Modernizatiort An January 1, 2006 impacts prescription drugtotathe FY 05-06 and
FY 06-07 actuals. Cost savings estimates for ppggm drugs have been accounted for in the ppit@a@stimates.

3. The Department is currently contracting with onenaged care plan as a managed care organizatiowidmenother health plan
to provide services to clients as a prepaid inpatrealth plan. A prepaid inpatient health plarerees a monthly administrative
fee per client and is not at risk for the costafgces. The Department did not renew its contwattt one administrative services
organization in May 2006, and one managed caregihnot renew its contract with the DepartmernSaptember 2006.

4. In February 2007, the Department re-titled the @edl Medicare Beneficiaries/Special Low-Income Miztie Beneficiaries aid
category to “Partial Dual Eligibles.” This morecacately reflects the benefit package affordecheseé clients, who receive only
coinsurance and the Supplemental Medicare InsurBecefit. The title change does not imply any d®amo the services
provided for these clients.
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5.

The Department implemented a policy of “Passiveoliment” in May 2006, which requires most clientssAdams, Arapahoe,

Denver, and Jefferson counties to choose betweefethifor-service program, primary care physiciemgpam, or managed-care
program. Clients who do not make a selection afaukted into the managed-care program.

1262, effective July 1, 2005.

Cross/Blue Shield claims processing system to tineent Medicaid Management Information System icéeber 1998.

identity prior to the receipt of public benefits.

The elimination of presumptive eligibility for Mexdid pregnant women on September 1, 2004, whichreiastated by HB 05-

FY 98-99 is excluded from expenditure trends beeaofsthe unstable nature of the data during thasitian from Blue

The Deficit Reduction Act of 2005 and HB 06S-1028uire individuals to provide documentary evideoéeitizenship and

The Department’s exhibits for Medical Services Huens remain largely the same as previous Budgewé&stg. Of note, the

following changes have been made

since the preBodget Request:

1. To better identify the type of services being perfed, the Department has re-titled several seategories:

Service Group

Old Title

New Title

Acute Care

Administrative Service Organizationgr&es

Prepaid Inpatient Health Plan Service

UJ

Community Based Long Term Care

| Home and Community Based Services - Case
[ Management

HCBS - Elderly, Blind, and Disabled

Community Based Long Term Care

| Home and Community Based Services -
 Mentally [lI

HCBS - Mental lliness

Community Based Long Term Care

1}

Home and CommuratseB Services-Children

HCBS - Disabled Children

Community Based Long Term Careg

| Home and Community Based Services - Peop
" Living with AIDS

IGi—ICBS - Persons Living with AIDS

Community Based Long Term Care

1}

Consumer Directéenéiiant Support

HCBS - Consumer Directed Attendant
Support

Community Based Long Term Care

1}

Brain Injury

HCBBain Injury

Service Management

Administrative Service Organizations

Administrative Fee

Prepaid Inpatient Health Plan
Administration
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2. A one-page summary of the Department’s Requesbeas added to Exhibit A, on page EA-1, titled “Cédtion of Request”.
Pages EA-2 and EA-3 now show only the calculatibtihe fund splits.

3. The Department’s year-to-date expenditure exhibiism February have been replaced with a compandaxpenditure for each
half of FY 06-07. The Department anticipates tkanto-date expenditure exhibits returning in thevéimber 1, 2007 Budget
Request.

4. The Department has substantially revised the melbggl used in calculations in numerous places,utholy: the Breast and
Cervical Cancer Treatment Program, the Program Ibin8lusive Care for the Elderly, the Supplementégdicare Insurance
Benefit, and Single Entry Points. Changes areudsed in detail for each program in each progragspective section in this
Budget Narrative.

5. The Department has removed the exhibit on the linpiathe Medicare Modernization Act, formerly Exhi.

Details of the changes to individual exhibits avatained in the relevant section for each exhibgaction Il1.

II. MEDICAID CASELOAD

The Medicaid caseload analysis, including assumptand calculations, are included in a separat®seuf this Request.

lll. BASIC APPROACH TO MEDICAL SERVICES PREMIUMS CA CULATIONS

Once caseload is forecasted, the next step inrteesgs is to forecast per capita costs. Per cap#ts contain price, utilization, and
Special Bill impacts. Inherent in the per capibatds the differential “risk” of each eligibilitgategory. The concept of “risk” can be
roughly described as follows: due to the differenicehealth status (age, preexisting condition) egenerally healthy clients are less
costly to serve (lower “risK than clients with severe acute or chronic mediegdds requiring medical intervention (higher “fjsk
For example, on average, a categorically eligible income child is substantially less costly toveethan a disabled person each
year. Because Medicaid caseload is growing anddieg at differing rates by individual eligibilitgategories, it is essential to
determine the anticipated cost per capita foryges of eligibility categories that will be serveth very broad terms and for most
services, the rate of change that was experienceiss actual expenditure reference periods is egpgb the future in order to
estimate the premiums that will be needed for FYOB7and FY 08-09, the Base Request year. To thse,ladjustments are made
due to policy items or environmental changes (€bange Requests and new legislation).

A detailed discussion of how the projection wagppred for this budget request follows.
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Rationale For Grouping Services For Projection Purpses

The Medical Services Premiums calculations are ggdunto like kinds of services and similar caltiola considerations. Actual
collection of data for expenditures is very detilbut for purposes of preparing projections, ptamcalculations are clustered into
several groupings. This is done to improve theoaableness of the projections that result fronc#ieulations. The objective is to
cluster services that have like characteristicg. (€ommunity based long term care services) ochvbdemonstrate a high degree of
relationship (e.g., the impact of health mainteraoncganization service utilization on inpatient fted, outpatient, physician
services, etc.). Adversely, the approach of ptojgdhe budget by individual service category ap@lying historic rates generates a
materially higher forecast.

Following are the service groupings used in conmguthe projections or summarizing individual seev@alculations in this Budget
Request.

Acute Care:

« Physicians Services and the Early and Periodicgdang, Diagnosis, and Treatment Program (EPSDT)
« Emergency Transportation

+ Non-emergency Medical Transportation
« Dental Services

« Family Planning

+ Health Maintenance Organizations

« Inpatient Hospitals

« Outpatient Hospitals

+ Lab & X-Ray

+ Durable Medical Equipment

+ Prescription Drugs

+ Drug Rebate

« Rural Health Centers

+ Federally Qualified Health Centers

« Co-Insurance (Title XVIlI-Medicare)

« Breast and Cervical Cancer Treatment Program
+ Prepaid Inpatient Health Plan Services
« Other Medical Services

+ Home Health

+  Presumptive Eligibility
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Community Based Long Term Care:

+ Home and Community Based Services: Elderly, Béind Disabled waiver

+  Home and Community Based Services: Mental llivesiser

+ Home and Community Based Services: Disabled Ginlavaiver

+  Home and Community Based Services: Persons Livitly AIDS waiver

+  Home and Community Based Services: Consumer [Rideg&ttendant Support waiver
+  Home and Community Based Services: Brain Injurivema

+ Home and Community Based Services: Children witkishn waiver

+ Private Duty Nursing

+ Hospice

Long Term Care: (a summary of the totals of individual service cédtions, not a grouped calculatipin
+ Class | Nursing Facilities

+ Class Il Nursing Facilities

+ Program of All-inclusive Care for the Elderly

Insurance (a summary of the totals of individual service a#étions, not a grouped calculatiyin
+ Supplemental Medicare Insurance Benefit
« Health Insurance Buy-In

Service Managemen{a summary of the totals of individual calculatipnst a grouped calculatign
* Single Entry Points

» Disease Management

* Prepaid Inpatient Health Plan Administration

V. PROJECTION METHODOLOGY AND DESCRIPTION OF EXHIB ITS

EXHIBIT A - CALCULATION OF TOTAL REQUEST ANDFUND SPLITS

Summary of Request (Page EA-1)

This page is new, effective with the November 102@Budget Request, although the information preskmn this page was
previously contained in other pages in Exhibit &or the current year, the Department sums toeddipg authority by fund source,
including the Long Bill and any special bills whitlave appropriations that affect the Departmerite tal spending authority is
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compared to the total projected estimated curreat gxpenditures from page EA-2. The differendevéen the two figures is the
Department’s Estimate of Need in the November Bud®equest, and the Department’'s Supplemental Regueade February
Supplemental Budget Request.

For the request year, the Department starts wighptior year’'s appropriation including special $jiland adds in any required
annualizations. This total is the Base Amount tfte Request year. The total Base Amount is cordptyethe total projected
estimated request year expenditure from page EAFBe difference between the two figures is the Diepant's Decision/Base

Reduction Item for FY 08-09 in the November Buddtquest, and the Department’s Budget Amendmenthén Rebruary

Supplemental Budget Request.

Totals on this page correspond with Columns 3n8,8&on the Schedule 13, as appropriate.

Calculation of Fund Splits (pages EA-2 and EA-3)

These pages have been reformatted effective wghN\tbvember 1, 2007 Budget Request; some informdtamnbeen relocated to
page EA-1, as described above. These pages wmket#hestimated expenditure by service groupcahcllate the required source of
funding for each. For each service category, dueirfal financial participation rate (FFP, also knoas the federal match rate) is
listed on the right-hand side of the table. Theefal financial participation calculations reflebe participation rate information
provided from the federal Centers for Medicare &hedicaid Services, as reported through the FedRegister. The federal
financial participation rate for Medicaid is recomd by the Federal Funds Information Service gaein and is based on a statewide
per capita earnings formula that is set in fedienal

In order to calculate appropriate fund splits, Department selectively breaks out the large sergrmrips (e.g. Acute Care) by
programs which are funded with either a differetattes source or a different federal financial pgvation rate. The majority of
programs in Medical Services Premiums are paid 8@ General Fund and 50% federal funds. Howekerfollowing programs

are paid for using different funding mechanisms:

« Family Planning: There is 90% federal financialtiggpation available for all documented family ptang expenditures. This
includes those services that are rendered throeghhhmaintenance organizations. Please see EXhipage EF-10.

« Breast and Cervical Cancer Program: This prograceives a 65% federal financial participation rat€o determine state
funding, the population is separated into two gsoupraditional clients, and expansion clients.aditional clients, who gained
eligibility through SB 01S2-012, have funding saesspecified in statute, at 25.5-5-308 (9), C.R2807). For FY 07-08, 75%
of total state funding comes from the General Fuan] 25% of state funding comes from the Breast @edvical Cancer
Prevention and Treatment Fund. For FY 08-09, 100%e state funding comes from the General Fufxbansion clients, who
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gained eligibility through additional screeningsndied in HB 05-1262, receive state funding throulgé Prevention, Early
Detection, and Treatment fund. Please see ExXRjlphge 6 for calculations.

« Prenatal Costs: A portion of Acute Care expendiisrior prenatal care for Non-Citizens. Prenataliges are provided as a
state-only option and therefore must be fundeduiinol00% General Fund. Delivery costs qualifytfe standard 50% federal
financial participation rate. For further infornmat, please see Exhibit F, page EF-9.

« Health Care Expansion Fund Programs: Expenditioreslients granted eligibility through HB 05-1262e funded through the
Health Care Expansion Fund. Separate adjustmeatmade to Acute Care, Community Based Long Terme,(daong Term
Care and Insurance, and Service Management. liticagdn instances where the Department canndatisaertain expenditures,
the Department performs a bottom line adjustmemtitcate expenditure to the Health Care ExpanBiomd. Please see Exhibit
A, pages EA-4 through EA-7 for calculation of thead split for the Health Care Expansion Fund.

« Indian Health Services: The federal financial mgpation rate for this program is 100%. The tasah rough estimate based on
the Department’s most recent two years of paid ecipare.

« Supplemental Medicare Insurance Benefit: Medigaemiums are not federally matched for clients vetioeed 134% of the
federal poverty level. Premiums for clients betw&20% and 134% of the federal poverty level rex@\i00% federal financial
participation rate. In aggregate, the Departmestimates that approximately 80% of the total wdteive federal financial
participation, while 20% will be provided as a stanly option.

« Single Entry Point: A portion of this line item fer clients who do not receive Medicaid coverag&)4nd does not receive
federal financial participation. Instead this mmmtmust be funded through 100% General Fund.

« Upper Payment Limit Financing: The Upper Paymentilfinancing offset to General Fund is a bottaneladjustment to total
expenditures.

« Denver Health Outstationing: Federal funds aravdro reimburse the Denver Health Medical Centdefelly qualified health
centers for the federal share of their actual edjteres in excess of the current reimbursement outlogy. This reimbursement
does not require any increase in General Fund. Ffh@7-08 and FY 08-09 totals are based on thd émt@unt Denver Health
Medical Center was able to certify in FY 06-07.

« HB 03-1292 ICR-MR Fee: This bill permitted the Regment of Human Services to collect a servicefteehe purposes of
maintaining the quality and continuity of servige®vided by intermediate care facilities for thentadly retarded (ICF-MR).
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Fees assessed to public ICFs-MR are transferreédet®epartment of Health Care Policy and Finanaingrder to receive a
federal match. However, the Department of Humanvi&es has never collected a fee from the Departsi@mly public ICF-
MR, and in conversations with Department of Humarnviges staff, it does not appear that the Departroé Human Services
will collect this fee in the foreseeable futurehefefore, the Department has removed the fundaglitstment for this fee.

Additionally, all bill annualizations have beenaeated from page EA-3 to page EA-1.

Health Care Expansion Fund (page EA-4)

The caseload impacts of the Health Care Expansiod FFom HB 05-1262 are already included in the Mad caseload projections.
See Exhibit B page EB-1 through EB-3 for additiomdbrmation. The Medical Services Premiums regugedased on these
caseload projections and per capita costs, asideddn detail below. The overall request for eaehvice category (Acute Care,
Community Based Long Term Care, Long Term Carelasdrance, and Service Management) is divided otihe Federal Match

Calculation, Exhibit A, pages EA-2 and EA-3 spiigi the request by General Fund, Cash Funds Exeamgt,federal funds

accordingly. To isolate certain expenditures, tlep&tment performs bottom line adjustments to ate®expenditure to the Health
Care Expansion Fund. For simplicity, pages EA#bugh EA-7 show the fund split adjustments thatdneebe made to the General
Fund amounts shown in each section of the Calculatf Federal Match exhibits (page EA-2 and EA-Bhe following programs are

funded via the Health Care Expansion Fund:

Expansion Adults

Expansion Foster Care (SB 07-002)

Presumptive eligibility

Legal Immigrants

Removal of Medicaid asset test (children expansion)

Removal of Medicaid asset test (adult expansion)

Children’s Home and Community Based Services -eRR&n and waiver services
Children’s Extensive Support — State Plan services

S@~oo0oTp

The Department’s projections for Expansion Adultsl &xpansion Foster Care are part of the regulajegion methodology for
Medical Services Premiums, contained in Exhibit&FH, and I.

The Department’s projections for presumptive ellgip Legal Immigrants, the removal of the Medidaisset test (adult and children
expansion), Children’s Home and Community BasedviSes, and Children’s Extensive Support are deedrim detail in the
Tobacco Tax Update, Section Q of this Budget Reques
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The items above are summed for each fiscal yeaaamagle line adjustment is included in each sereategory in the Calculation of
Match exhibits to correct the funding splits.

EXHIBIT B - MEDICAID CASELOAD PROJECTION AND REQUESTWITHOUT RETROACTIVITY
This exhibit is described in the Medicaid CaselBadiget Narrative section.

EXHIBIT C-HISTORY ANDPROJECTIONS OFPER CAPITA COSTS
Medical Services Premiums per capita costs hisfhmpugh FY 06-07) and projections are included Hatorical reference and
comparison, and are calculated on a cash-accouoaisig.

EXHIBIT D - SUMMARY OF REQUESTBY ELIGIBILITY CATEGORY

The exhibit displays the Medical Services Premigcaseload, per capita costs and expenditure projecfor the current year and the
request year by eligibility category. Projectianslude Upper Payment Limit Financing and otheafining. Caseload does not
include retroactivity.

EXHIBIT_E - SUMMARY OF PREMIUM REQUESTBY SERVICE GROUP
Page EE-1 of this exhibit is a summary of the retgiby service group and by eligibility categorytioe current year and the request
year.

Pages EE-2 through EE-6 of this exhibit contairetailed summary of the Department’s Budget Regumstervice category. In
addition, this exhibit directly compares the Depaht's Budget Request to the Department’s Long Bllis Special Bills
appropriation, as determined by the Department’scMaB, 2007 Figure Setting and subsequent actignshé Joint Budget
Committee, and the General Assembly. This exhilgiludes all bottom line impacts and financing, dokes not break the request
down by eligibility type or funding source. Totala this portion of the exhibit match the totalsthibit A, and the Schedule 13.
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EXHIBIT F - ACUTE CARE CALCULATIONS

Calculation of Acute Care Expenditure (Page EF-1)

Acute Care services are calculated in a serietepgs At the top of page EF-1, historical expamés are provided (yearly change in
expenditure and percentage change is provided @a B&-4). Historical per capita costs and theicg@et changes are provided. The
first step of the calculation is to select a hist@irper capita percent change rate, if possiblérgnd the last actual per capita to the
next year. Finally, bottom line adjustments fogisation and Change Requests are made. Totalhdikpees after bottom line
adjustments are divided by the projected caseloaibtain a final per capita cost for the currerdryeTo calculate the request year,
the same methodology is applied to the projectgdest year per capita, including a per capita tfaotbr and bottom line impacts.
The total estimated expenditure for Acute Caralded to total estimated expenditure in other sergioups and bottom line impacts
to generate the total request for Medical Servit@sniums. There is no separate request for Acate.C

In light of the Medicare Modernization Act of 20GBe Department has added a separate page of wamusge EF-2. On this page,
expenditures for pharmacy and drug rebate recavéase been removed from the historical expenditlieis page is particularly
relevant, as FY 05-06 and FY 06-07 per capita dostsligibility categories with significant amownbf dual-eligibles are skewed by
the new Part D benefit. In Adults 65 and Older @A), Disabled Adults 60 to 64 (OAP-B), and Disablemdividuals to 59
(AND/AB), the per capita costs experienced a sigaift downturn as Medicare has become responsirlembst pharmacy.
Selecting trends that incorporate FY 05-06 woudadly be erroneous. This new exhibit enables tiegaltment to analyze and select
trends without the effect of pharmacy, which haddrically been a significant cost driver.

Calculation of Per Capita Percent Change

The per capita percent change for several diffeyeats is computed for each eligibility categoryaper capita cost basis. The
period of time that was selected for computing titeed or annual rate of change was FY 99-00 thraegh05-06. Prior year
information is provided for historical referenc&his period was selected for two reasons: firsts ia recent period and second,
because Medicaid benefits over this period haveameed mostly the same. At the top of page EF-8,Dbpartment has provided a
list of historic trends. Included are 2-year, 2uyel-year, and 5-year trends, ending in FY 03F0404-05, FY 05-06, and FY 06-07.
Typically, the same percentage selected to modifyeait year per capita costs were used to modédyrelquest year per capita costs.
This method was not utilized in all cases for the8-09 Request.

Percentages selected to modify per capita costsadcalated to assess the percentages in lighhyfpalicy changes or one-time
costs that may skew just one trend year. At tihheesdime, per capita trend factors must not take awicount changes in caseload, or
changes that have been accounted for as bottonadijustments. Because the eligibility categoriferdin eligibility requirements,
demographics, and utilization, different trendswased for each eligibility category. The half-ygar capita costs and expenditures at
the end of Exhibit F were used to assist in thedrgelection.
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The table below describes the trend selectionsYo07-08 and FY 08-09. In most cases, though hathe Department has held the
trend constant between the two years. On Exhjiihé selected trend factors have been boldeddofication. By convention, any
trend factor selected based on expenditure withmsgcription drugs and drug rebate is labeled “@itHRX.”

There are two overarching concerns when selectergltfactors for the current year, FY 07-08. FiFst 07-08 is scheduled for 53
payment cycles, based on the number of Mondaysglthie fiscal year. The first half of FY 07-08 h&d payment cycles, and the
second half will have 26. Therefore, year-to-dageres are slightly higher than half the totaldaerefore may not provide a
completely accurate view of FY 07-08 expenditu®econd, the Department’s drug rebate collection® Wewer than usual (as a
percentage of expenditure) in the first half of tiseal year. Drug rebate collections exhibit Engariations because of timing issues
involved in receiving funds from manufacturers. eTepartment anticipates that collections in tlwsd half of the fiscal year will
exceed that of the first half, which will reducer@nt estimated growth rates.

The selected trend factors for FY 07-08 and FY 98vith the rationale for selection, are as follows

Aid FY 07-08 Acute Care | FY 08-09 Acute Care

Category Trend Selection Trend Selection Justification

The trend factor for FY 07-08 is based on curreraryto-date
expenditure. Even with negative base growth, tepddtment
still anticipates that the overall per capita, vathttom line
impacts, will grow in FY 07-08. The Department dowt
anticipate that expenditure in the second half6OF-08 will
be substantially different from the first half. rHeY 08-09, the
Department assumes that the base trend will inerdmas in
the absence of additional rate increases, oveam@itiy will
decline.

Bl3-Year Average of FY
04-05 through FY 06-07

(Without RX)

0.46%

Adults 65 Year-to-Date Per Capit
and Older change
(OAP-A) -1.18%
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Aid FY 07-08 Acute Care | FY 08-09 Acute Care Justification
Category Trend Selection Trend Selection
Without prescription drugs, the last four yearstfos aid
category have oscillated between positive and negaends.
In FY 06-07, expenditure and per capita costs @uitiRX)
Disabled 2-Year Average of FY 5-Year Average of FY | were virtually flat. Current year-to-date expendit in this aid
Adults 60 to 02-03 through FY 03_0402-03 through FY 06-07 category indicates strong growth in FY 07-08; tfane the
64 2 2204 (Without RX) FY 07-08 selected trend reflects current growtlistdtly
(OAP-B) ' 1.60% indicates that this aid category does not typicsiigtain high
per capita growth; therefore, the Department gudias that in
the absence of large policy changes, the per cgmtath will
moderate in FY 08-09.
Without prescription drugs, per capita growth hssiltated
between positive and negative trends. Negativesyleave
served to keep long- and short-term trend factoss IThe
overall percent change in per capita from FY 02e€0BY 06-
07 was less than 0.5%. However, prescription deugsstill a
part of this category and still show significanbwgth. In
Disabled Weighted 3-Year 5-Year Average of FY | particular, current year-to-date expenditure inisatrong pe
Individuals | Average of FY 01-02 | 02-03 through FY 06-0Y capita growth. The Department attributes soméeirrowth
to 59 through FY 03-04 (Without RX) to the lack of drug rebate, and the additional paytneycle in
(AND/AB) 5.99% 1.79% the first half of the year. Therefore, the Depaminestimates

that the overall base growth in FY 07-08 will begstly less
than the year-to-date factor. Further, the Depantm
anticipates that growth will continue to abate W®38-09, as
this aid category generally has not shown a tendemsustain
large growth, particularly when prescription drage not

included.
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Aid
Category

FY 07-08 Acute Care
Trend Selection

FY 08-09 Acute Care
Trend Selection

Justification

Categorically|

Recent history in this aid category is erraticJuding a very
large per capita increase in FY 06-07, a smalleiase in FY
05-06 after a large per capita decline, and tweroldrge per
capita increases. Of note is that although caddiaa

experienced a sharp decline in FY 06-07, expenaliiid not

Eligible 2-Year Average of FY | 5-Year Average of FY decrease. This is partially responsible for tingdgper capita
Low-Income | 05-06 through FY 06-07 02-03 through FY 06-07 o EY 06 07'“ e y ph 9b ger cap
Adults 9 10% 5 03% growth in -07. is growth appears to be wring in
(AFDC-A) FY 07-08. The Department anticipates that as caddevels
off, per capita growth will also settle to a growéte more in
line with historical trends. Therefore, in FY 08;@he
Department has selected a long-term trend incotipgréhe
most recent history.
The selected trend factor is based on current tgedate
expenditure. The growth in this aid category i tluthe
AEDC-A 5-Year emerging nature of this population. New population
. generally take time before their per capita reacheatural
Expansion Average of FY 02-03 e
65.00% level. At present, the Department anticipates élsataseload
Adults through FY 06-07 . . .
5.03% begins to reach a more stable level, per capitatipravill also
’ level off. Therefore, the Department assumeskNab8-09
will more closely resemble the per capita growtle s the
Categorically Eligible Low-Income Adults.
Breast & o o
Cervical See Fhe section in this Budget Narranve tlt!edéﬁt an_d
0.04% 0.04% Cervical Cancer Program Per Capita Detail and Fplds"
Cancer e .
P for a description of this trend factor.
rogram

Page 13




COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIEMIG; FY 08-09 BUDGET REQUEST; BUDGET NARRATIVE

Aid FY 07-08 Acute Care | FY 08-09 Acute Care Justification
Category Trend Selection Trend Selection
The last three years have demonstrated strongyeogitowth
in per capita. Given the level of current yeadtde actual
expenditures, the Department anticipates thattéd will
Eligible continue through FY Q7-08. Hoyvever, the Department
Children 2-Year Average of FY | 4-Year Average of FY | believes that per capita growth in the most regeat is more
04-05 through FY 05-0603-04 through FY 06-0Yinfluenced by sharply declining caseload than kyac
(AFDC-C/ 0 0 . in utilizati thouah utilization tdls fact
BCKC-C) 9.12% 4.33% increases in utilization (although utilization tdls factor).

Further, this eligibility category has not demoastd the
propensity for sustained long term growth more thdew
years. Therefore, the Department has selected@ mo
moderate trend for FY 08-09.

Foster Care

2-Year Average of FY
05-06 through FY 06-0]
5.33%

2-Year Average of FY
¥ 05-06 through FY 06-0]
5.33%

/

Per capita costs increased significantly in FY @61®hich
differs from recent history in this category. Angparison of
expenditure between the first and second halvés'd6-07
indicates that growth may be slowing from the FYQJ6level.
Therefore, the Department has selected a shortgeymth
factor below the FY 06-07 level.

Baby Care
Program -
Adults

(BCKC-A)

Year-to-Date Per Capit
change
-1.50%

Half of 5-Year Average
of FY 00-01 through
FY 04-05

2.47%

a

Year-to-date expenditure indicates that per cayost for this
population will be below the final FY 06-07 per ¢apcost.
This is largely due to the variable timing of pregtive
eligibility payments. The implementation of preqtive
eligibility added a degree of uncertainty to thmitig of
payments for these clients. Therefore, the Departm
anticipates that the year-to-date trend will bertiust accurate
estimate of final FY 07-08 expenditure. As thespiraptive
eligibility program is incorporated fully into tHe@epartment’s
claims system, the Department estimates that paymen
variations will abate, and this aid category weflurn to
moderate per capita growth.

Page 14



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIEMIG; FY 08-09 BUDGET REQUEST; BUDGET NARRATIVE

Aid
Category

FY 07-08 Acute Care
Trend Selection

FY 08-09 Acute Care
Trend Selection

Justification

Non-Citizens

30.00%

5.00%

This aid category receives emergency services eathfal
care only. Long term trends in this aid categogyatfected
by policy changes, and may not be indicative ofifetrends.
During the previous fiscal year, caseload has aegnamatic
decrease, while expenditure and the number ofetgihas
remained relatively flat. It appears that thia isne-time
correction to the caseload in this category. Taed factors
for this category are very varied, and are not etqueto
provide a good indicator for FY 06-07. Therefadixed
trend of 30.00% was chosen, based on current gedate
expenditure, showing a slight decrease in ovexpieaditure.
For FY 08-09, the Department anticipates that ppita
growth will return to a more moderate level, asetaad
variations level off.

Partial Dual
Eligibles

Twice the Year-to-Date
Per Capita change
1.46%

FY 07-08 Trend
1.46%

Expenditure in this category is primary for Medeano-
insurance. Prior to FY 06-07, caseload increabadpty
without a corresponding increase in expenditurasicg a per
capita increase. In FY 06-07, expenditure incréase
significantly, possibly as a result of clients betog more
familiar with available benefits as a dual-eligiblExpenditure
between the second half of FY 06-07 and the fiatft &f FY
07-08 has declined, but year-to-date per capitts ¢godicate
that cost per client has grown. Growth has beedesip but
an analysis of expenditure leads the Departmebelieve that
expenditure will continue to increase in the secbalfl of the
fiscal year. The Department anticipates thatlévsl| of per
capita growth will continue in FY 08-09.

Leqgislative Impacts and Bottom Line Adjustments

To account for programmatic changes which are madrporated in the prior per capitas or trend fiesGtthe Department adds total-
dollar bottom-line impacts to the projected expaumn@i. For complete information on legislative irofsa see section V, Additional

Calculation Considerations. The following impalséve been included in the Request for Acute Care:
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» SB 04-206 directed the Department to implementdagbec hospice program. Entry into the progranstriae approved by single
entry point agencies. The Department receivedayapfrom the Centers for Medicare and Medicaidvises to add a pediatric
hospice effective January 1, 2008. The bottomihmgact in FY 07-08 and FY 08-09 reflects the eatid acute care savings of
the waiver benefit.

 HB 05-1015 added an outpatient substance abusditbarech began July 1, 2006. The bottom-line aopin FY 07-08 reflects
the annualization of the expected savings fronptiogram.

« HB 06-1385 provided rate increases to home heatblvigers effective April 1, 2007. The bottom-limapact in FY 07-08
reflects the annualization amount funded in SB 89-2

» SB 06-165 authorized the Department to implemegdtinent via telemedicine. Telemedicine servicemiban October 2007.
The bottom-line impact in FY 07-08 reflects onlg tinansmission costs of the program.

* SB 06-165 also added funding for a telemedicineatie management program. The disease managemgramps began in July
2007. The bottom-line impact in FY 07-08 reflette savings to Acute Care as a result of the desezmnagement program.
Costs for the disease management program are ewluad Exhibit I. The bottom-line impact in FY 08-Qeflects the
annualization amount.

« HB 07-1021 authorized the Department to implememeglication management program. The program isdadld to start
January 1, 2008. The bottom-line impact in FY @7réflects the estimated savings of the prograrhe Bottom-line impact in
FY 08-09 reflects the annualization amount.

« SB 07-239 appropriated rate increases to certawiger types, including inpatient hospitals, antesephysician and other
medical services. The bottom-line impact in FY@/reflects the estimated cost of those rate iser®a

* The estimated costs of adjusting of claims paidetdain rural health centers which occurred in BYOF. The bottom-line impact
for FY 07-08 reflects the annualization of the imipa

* The estimated savings from performing additionalitsuon hospitals and FQHCs (FY 07-08 Base Redudti®m 1), funded in
SB 07-239 and starting July 1, 2007. The bottara-lmpact for FY 07-08 reflects the savings from dldditional audits.

* The estimated managed care incentive payment fuind8B 07-239. The bottom-line impact for FY 07+4@8lects the estimated
payment amount.

 The estimated savings from the implementation @keferred drug list, established pursuant to ExeeuDrder 004 07 and
funded in SB 07-239. The bottom-line impact for BY-08 reflects the estimated savings that weranasd during Figure
Setting. The bottom-line impact in FY 08-09 reftethe annualization amouht.

* The estimated costs associated with administraifaifie human papillomavirus vaccine. The bottame-limpact in FY 07-08
reflects only the costs of physician visits reqdite receive the vaccine, as the vaccine is asstionled covered under the federal
Vaccines for Children program.

! As described in Section V, this total doext reflect the actual savings for the program. Sexi@eV for further details.
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* The estimated costs of raising health maintenanganization rates to 100% of fee-for-service costs.
Breast and Cervical Cancer Program Per Capita Détnd Fund Splits (Page EF-6)

In 2001, the General Assembly passed SB 01S2-Obh&hwestablished a breast and cervical cancerntesdt program in the
Department. In 2005, the General Assembly pasded$t1262, which provided additional funding to thepartment of Public

Health and Environment to increase the number okc@a screenings. HB 05-1262 also provided additidonding to the

Department to pay for increased caseload as at resuicreased screenings. The Department caneatifg which clients in the

Breast and Cervical Cancer Treatment Program cotoghe program solely because of the increasessirgs. In the Department’s
February 15, 2006 Budget Request, the Departmeatédstthat the Department of Public Health and Bmwient is funding

approximately 30% of all screening with Amendment3onies. The Department suggested that the sdocat@dn could be used for
the treatment program. During Figure Setting, thatBudget Committee approved the Departmentécalion plan (Figure Setting,
March 13, 2006, page 104). Therefore, 30% of thal Breast and Cervical Cancer Treatment patier@saiocated as Prevention,
Early Detection and Treatment Fund patients andother 70% of the total Breast and Cervical Canteratment patients are
considered “traditional” clients.

Per Capita Cost

In the Department’s November 1, 2006 Budget RegqtiestDepartment observed that the expenditurgpandapita costs in FY 05-
06 grew at an unexpected rate. The Departmennkastigated the issues involved, and determinatttie total expenditure in FY
05-06 contained a large amount of retroactive @etisns, causing the expenditure for FY 05-06 tpeap overstated. Further
research revealed that these retroactive transsctieased in June 2006. Additionally, the Depamtn@plemented additional
system changes to properly record expenditurelints enrolled in the program in March 2006.

As such, the Department uses only the most recgeineliture history to forecast the per capita it program. The Department has
used monthly program costs from April 2006 throdghe 2007 to estimate the per capita costs fobtiglients. All monthly costs
are as reported in the Department's monthly reqoottie Joint Budget Committee on the Health Caldeyand Financing Medical
Services Premiums Expenditures and Medicaid Cagdfoatnote 20 of HB 06-1385), with the exceptidnJane 2006. Because of
the last retroactive payment, June 2006 is caledl&tom data in the Medicaid Management Informatystem. The Department
used the monthly caseload for the program (predant&xhibit B) to calculate a monthly per capiad calculated a trend factor by
using the average percent change between theg@Himonth averages. Because this factor is theageancrease for each 3-month
period, the Department multiplied the factor byo4obtain a full-year trend factor. This trend @acis applied to the base per capita
on page EF-3. Only the final per capita costsefrh year are listed on page EF-6.
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Fund Splits

The second half of this exhibit calculates the iparbf Breast and Cervical Cancer Program experaituat will be allocated to the
Prevention, Early Detection, and Treatment Fund| #he amount allocated to the Breast and Cerviaic€r Prevention and
Treatment Program Fund.

Per 25.5-5-308 (9) (b) and (c), C.R.S. (2007), sesta¢e funding for "traditional” Medicaid BreastdaCervical Program clients
comes from the Breast and Cervical Cancer Preveria@ Treatment Fund. In FY 07-08, 25% of statelifug (8.75% of total
funding) comes from the Breast and Cervical Cafeerention and Treatment Fund. In FY 08-09, ndiekpequirement exists for
funding from the Breast and Cervical Cancer Pragardnd Treatment Fund; therefore, the Departmssuraes that all state funding
will come from the General Fund. Per 24-22-117()(11), C.R.S. (2007), state funding for cliemtbo have gained eligibility due
to the Health Care Expansion Breast and Cervicat@aProgram comes from the Prevention, Early Dietecand Treatment Fund.

All Breast and Cervical Cancer Program expendithea®e a 65% federal match rate.
Antipsychotic Drugs Projection (Page EF-7 throughH=8)

Antipsychotic drugs were moved from the Departnseptemium line to the Department of Human ServicesY 01-02. For FY
03-04, the General Assembly removed antipsychatiggifrom the Department of Human Services’ portbthe budget and located
those costs within the Medical Services Premiume tiem of the Department. These expendituresiave included in the Acute
Care service group, within the Pharmaceutical Dseyice category. Exhibit F, page EF-6 through7Eks a rough projection of
antipsychotic drug expenditures for the currentryaad the request year. This projection is donky @r this service category
because it is necessary to establish the informaltiine item under the Medicaid Mental Health Commity Programs Long Bill
group. The Department urges much caution in remigwhis exhibit, as trending on service categag proven unstable over time.
Also note that technically these dollars are doddgleunted, albeit as Cash Funds Exempt, in the dadetiMental Health Community
Programs Long Bill group. The most important obadon in this area is that the growth in antipsyeocontinues to grow well
beyond other service categories in Medicaid.

Sharp declines in expenditure were experienced r@swdt of the implementation of the Medicare Mauleation Act of 2003, as
antipsychotic drugs are covered under the MediPare D benefit. For aid categories affected byRbhe D benefit, trend factors in
FY 05-06 and FY 06-07 are skewed by the large dn@gxpenditure. Therefore, for OAP-A, OAP-B, anNIB/AB, FY 07-08 Pre-
Rebate Expenditures are calculated utilizing FYO@6pre-rebate actuals, increased by the averagemege change in pre-rebate
expenditures between FY 03-04 and FY 04-05. Fheroaid categories, FY 06-07 pre-rebate actualsrdieed by the average
percentage change in pre-rebate expenditures bet®5-06 and FY 06-07. The percentage increase$eld constant in FY 08-
09.
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State-Only Prenatal Care Costs for Non-Citizens (feaEF-9)

Pursuant to 25.5-5-103 (3), C.R.S. (2007), Colorapi®d to provide prenatal care at its sole expémseertain non-citizens (legal

immigrants not eligible for full Medicaid). SB Q36 eliminated this service for legal immigrantswever due to legal challenges,
there was no interruption in services. HB 05-108Mially reinstated the services. The Departmeeeives a 50% federal match for
any emergency services provided for these cligntparticular, labor and delivery. Effective withe November 1, 2006 Budget
Request, the Department has revised its reportirexjpenditure. In Budget Requests prior to FY G64he Department’s exhibit

incorrectly listed the state-only portion of expi#ack as the total amount spent on the program.

The FY 07-08 and FY 08-09 estimated expendituresalculated by trending the FY 06-07 total expemdiby 12.84%. Although
the Department experienced sharp declines in expeadn FY 05-06 and FY 06-07, an analysis of nmnexpenditure reveals that
total expenditure has been increasing since a lowt in April 2006. In order to calculate a trefattor, the Department applied a
rolling 6-month average to monthly expenditures aptected a trend factor based on the average mecbange in the rolling
average over the most recent 6 periods. This purates the most recent 12 months of data.

Family Planning - Calculation of Enhanced Federal Btch (Page EF-10)

Certain services that are family planning in natare eligible for 90% federal financial particimati However, in order to claim the
enhanced match, the State must be able to unigdehify these services. The services are provithedugh fee-for-service and
beginning in late FY 01-02, the Department was ablédentify those family planning services provddby health maintenance
organizations. Therefore, the State receives timamced match on all family planning services piedtito Medicaid clients. A

portion of the payments, $2,311,115, were disaltbwliee to family planning activities that did notadjy for enhanced federal

financial participation, resulting in a repaymehtfederal funds to the federal government in FYU®- Totals listed on page EF-10
are taken directly from the Department’s requestsifthe Centers for Medicare and Medicaid Servioegnhanced federal funds.

In prior Budget Requests, calculations for feedervice and health maintenance organizations wemne chdependently. However,
due to changes in the Department’s managed cagggmm the totals have been combined and a singibioed estimate has been
produced. The total estimate for FY 07-08 and BYOO is based on the average yearly percentaggetfeom FY 04-05 to FY 06-
07, 2.00%.

As of FY 05-06, The Department no longer has amytingency-fee based contracts to calculate the geghaare portion of the
enhanced family planning match rate. This calaorais now done by the Department.
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Year-to-Date Expenditure (Page EF-11)

As an additional reasonableness check, this seaties fiscal year-to-date actuals through Decef@beP007 to estimate an FY 07-
08 per capita. To avoid double counting, yeardtedexpenditure is reduced by the estimated amofubpbttom-line impacts that
have affected the year-to-date expenditure toYaar-to-date average caseload for this exhibitldess taken from Exhibit B of this
request. The calculated per capita is a rougmatt; the half-year per capita is calculated amabted. Expenditure for the full year
is estimated by taking the final projected caselpaoh Exhibit B and multiplying by the estimatedlfyear per capita. The per capita
figure calculated in this exhibit is compared te tRY 06-07 per capita, to provide an estimate of ldigibility categories are
trending over the course of the year.

The Department urges extreme caution when usingeh&apita costs calculated in this exhibit. Tigia rough projection utilizing
year-to-date expenditure patterns as a guide tdigbirauture expenditures. The impact of one-timpenses, or considerations of
seasonality are not included. It is not meanefdace the extensive forecasting used in the affBudget Request and is not always
a predictor of future expenditures.

EXHIBIT G- COMMUNITY BASED LONG TERM CARE

The increased emphasis on utilizing community basedices has served to keep the census in Clagssing facilities relatively
flat. In FY 81-82, with the implementation of thest wave of home and community based service araivClass | nursing facility
census was over 12,500 clients. Almost immediatidlg census dropped to just over 10,000 cliefiibe census has generally
remained in this range despite nearly 1.2% incieas®edicaid caseload for elders since FY 97-BBresponse to budget balancing
in FY 02-03, rules were passed by the Medical $es/Board to improve utilization management, whiesulted in a reduction of
per capita spending. Among these changes, therDagat clarified the requirements necessary to rtieetevel of care required to
qualify for nursing facility care or Home and Commiy Based Services. In addition, a requiremers aaded that in order to be
eligible for Long Term Home Health, a client 18 geeand over had to meet the level of care. Altloligme health costs are in the
Acute Care portion of the Premiums calculationgloéerm home health costs do correlate to commub@ged long term care costs.
High cost clients in the community were reviewed3iggle Entry Points and transitioned to less egpenalternatives if their care
plans and services did not assure that all seryieesy provided were required. The assessmenthwkas a functional assessment
to determine whether a client meets the long teare tevel of care, was redone with the help of glens, Single Entry Points, and
clients. Responsibilities were shifted to enshigg Single Entry Points are the primary entitigstigh which clients access long term
care. Additionally, responsibilities required Sangntry Points to have tools and the authoritg¢bas gatekeepers for long term care
benefits. Federal requirements were more completgforced, ensuring that clients regularly recdaame and Community Based
Services waiver services in order to retain ellgibfor the waiver.
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Calculation of Community Based Long Term Care Expliture (Page EG-1 through EG-4)

The per capita percent change for several diffeyeats is computed for each eligibility categoryaper capita cost basis. The
period of time that was selected for computing titeed or annual rate of change was FY 00-01 thraegh06-07. Prior year
information is provided for historical referenc&his period was selected for two reasons: firsts ia recent period and second,
because Medicaid benefits over this period haveameed mostly the same. At the top of page EG-2 Dbpartment has provided a
list of historic trends. Included are 2-year, 2uyel-year, and 5-year trends, ending in FY 03F0404-05, FY 05-06, and FY 06-07.
Typically, the same percentage selected to modifyeait year per capita costs were used to modéyrelquest year per capita costs.
This method was not utilized in all cases for the8-09 Request.

Percentages selected to modify per capita costsadcalated to assess the percentages in lighhyfpalicy changes or one-time
costs that may skew just one trend year. At tineesdime, per capita trend factors must not take awicount changes in caseload, or
changes that have been accounted for as bottonadijustments. Because the eligibility categoriferdin eligibility requirements,
demographics, and utilization, different trendswased for each eligibility category. The half-ygar capita costs and expenditures at
the end of Exhibit G were used to assist in thedrgelection.

The table below describes the trend selectionsY¥o07-08 and FY 08-09. In most cases, though hothe Department has held the
trend constant between the two years. On Exhipth&selected trend factors have been boldeddafication.

The selected trend factors for FY 07-08 and FY 98vith the rationale for selection, are as follows

Aid FY 07-08 Community | FY 08-09 Community
Category Based Long Term Based Long Term Justification

Care Trend Selection | Care Trend Selection
FY 06-07 experienced a very large per capita groxatie;
however, this growth is largely due to the ratereases
appropriated by the General Assembly in April anty 2006,
Adults 65 2-Year Average of FY | 3-Year Average of FY | and _April 2QQ7. The Department has sel_ected aopepif
and Older 04-05 through FY 05- | 03-04 through FY 05- | relative stab_|I|ty to use as a trend factor in mr(tte.avmd
(OAP-A) 06 06 doublecounting the impact of the recent rate increa
2.54% 5.02% Because enrollment in the Department's Elderlyndliand
Disabled waiver is increasing, the Department gdtes that
base growth in this category will remain strong tloe request

years.
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FY 07-08 Community

FY 08-09 Community

=)

Caggory Based Long Term Based Long Term Justification
Care Trend Selection | Care Trend Selection
FY 06-07 experienced a very large per capita groxatie;
. however, this growth is largely due to the ratereases
Disabled 2-Year Average of FY | 2-Year Average of FY a . . .
ppropriated by the General Assembly in April anty 2006,
quns 6010 82'04 through FY 04- 82'04 through FY 04- | g April 2007. FY 05-06 is excluded from the ttdsecause
(OAP-B) 1.68% 1.68% of large per capita growth which appears to beetone shift
' ' in expenditure patterns. The Department anticgpébat this
category will return to a more stable trend for tbguest years.
FY 06-07 experienced a very large per capita groxatie;
however, this growth is largely due to the ratereases
appropriated by the General Assembly in April anty 2006,
Disabled 3-Year Average of FY | 3-Year Average of FY | and April 2007. After rate increases, this catggorarticular
Individuals | 03-04 through FY 04- | 03-04 through FY 04- | experienced sustained monthly expenditure grovélopgosed
to 59 05 05 to a one-time expenditure shift. This will trarislanto large
(AND/AB) 2.60% 2.60% per capita growth in FY 07-08, even if the growhat@s. The
low base growth rate still yields a large per capiicrease
when bottom line impacts are included. The Depantn
anticipates that base growth will remain stabl&Yn08-09.
Clients in this eligibility category are not gengraeligible for
Categorically community based long term care benefi?s expept il_:es_;are,
Eligible althoqgh there te_nds tq be some expenditure in waieelices.
Low-Income | 0.00% 0.00% This is due to clients incurring costs before tlaad _category
Adults ' ' change; to AND/AB. _Because of the unce_rtaln natoir
(AFDC-A) expenditure in this aid category, per capita trerate

unreliable. At present, the Department anticipagsenditure
to hold constant in this Budget Request.

11
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FY 07-08 Community

FY 08-09 Community

11

Ca)tA(\aldo Based Long Term Based Long Term Justification
gory Care Trend Selection | Care Trend Selection
Clients in this eligibility category are not genraeligible for
community based long term care benefits exceptibesgre,
althoughthere tends to be some expenditure in waiver Ges\
Expansion 0.00% 0.00% This is due to clients incurring costs before tleed _category
Adults changes to AND/AB. Because of the uncertain naiir
expenditure in this aid category, per capita trerate
unreliable. At present, the Department anticipagsenditure
to hold constant in this Budget Request.
Breast &
Cervical 0.00% 0.00% Clients in this eligibility category are not eliggb for
Cancer community based long term care benefits.
Program
Eligible Children only receive private duty nursiagd hospice
Eligible AND/AB 3-Year AND/AB 3-Year care. Bgcause a very small number of cller_1ts vecservices
: per capita trends are skewed by changes in casedoadare
Children Average of Y 03-04 | Average of FY 03-04 |\ oiable  Eligible children using community bdseng term
(AFDC-C/ | through FY 04-05 through FY 04-05 . =lgiole ch ng cor y gte
BCKC-C) 2 60% 2 60% case services are similar to children in the dealgopulation

and so the trend from the Disabled Individuals ileiiiy
category is appropriate.

D

Foster Care

2-Year Average of FY
05-06 through FY 06-
07

1.57%

2-Year Average of FY
05-06 through FY 06-
07

1.57%

Foster care children only receive private duty mgsand
hospice care. Only a very small number of cliergseive
services. However, expenditure in this aid catgd@s beer
relatively constant since FY 05-06. Therefore, Diepartment
has selected a trend factor based on the mosttreeeryears
of actuals.

I
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FY 07-08 Community

FY 08-09 Community

Ca)tA(\aldo Based Long Term Based Long Term Justification
gory Care Trend Selection | Care Trend Selection
Baby Care
Program - 0.00% 0.00% Clients in this eligibility category are not eliggb for
Adults community based long term care benefits.
(BCKC-A)
Non-Citizens| 0.00% 0.00% Clients in this eligibility category are not eliggb for
community based long term care benefits.
Clients in this eligibility category are not eli¢ggb for
community based long term care benefits. In somses
OAP-A 3-Year Average however, clients who are eligible for these sewicare
: incorrectly being assigned to this aid categorhisToegan in
Partial Dual 150.00% of FY 03-04 through January 2007, and appears to be abatin Clieutsivin
Eligibles DU FY 05-06 y ’ bp 9. g

5.02%

these services are generally eligible for OAP-Aergfore, the
Department assumes a per capita growth factorni With
current year-to-date expenditure for FY 07-08, #mel same
factor as OAP-A clients in FY 08-09.

Leqgislative Impacts and Bottom Line Adjustments

To account for programmatic changes which are madrporated in the prior per capitas or trend fiesGtthe Department adds total-

dollar bottom-line impacts to the projected expaun@i. For complete information on legislative irofsa see section V, Additional
Calculation Considerations. The following impalséve been included in the Request for Communitye8a®ng Term Care:

* SB 04-177 added a waiver benefit for children vaithism. Services started in April 2007. The botione impact in FY 07-08
reflects the estimated cost of the waiver benefit.
» SB 04-206 directed the Department to implementdagbec hospice program. Entry into the progranstriae approved by single
entry point agencies. The Department receivedaygpifrom the Centers for Medicare and Medicaidvises to add a pediatric
hospice effective January 1, 2008. The bottom ilmpact in FY 07-08 and FY 08-09 reflects the eated cost of the waiver

benefit.
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 HB 05-1243 directed the Department to add consuhrected care as a benefit to its Home and CommuBatsed Waiver
programs. This option is expected to begin Jandar008. The bottom-line impact in FY 07-08 i tbstimated savings
expected to be generated by the program. Therhdit@ impact for FY 08-09 is the annualization amb

* HB 06-1369 provided rate increases for certain hamet community based services. Rate increasafdodCBS — Consumer
Directed Attendant Support waiver program was a&gplin February 2007. The bottom-line impact in BY-08 is the
annualization amount funded in SB 07-239.

* HB 06-1385 provided rate increases for certain hamgtcommunity based services. Rate increaseseffective April 1, 2007.
The bottom-line impact in FY 07-08 is the annudl@aamount funded in SB 07-239.

 SB 07-239 provided a 1.5% cost of living increaséidme and community based services. Rate ingeese effective July 1,
2007. The bottom-line impact in FY 07-08 is theoamt funded in SB 07-239.

Year-to-Date Expenditure (Page EG-4)

As an additional reasonableness check, this seaties fiscal year-to-date actuals through Decef@beP007 to estimate an FY 07-
08 per capita. To avoid double counting, yeardtedexpenditure is reduced by the estimated amofubpbttom-line impacts that
have affected the year-to-date expenditure toYaar-to-date average caseload for this exhibitldess taken from Exhibit B of this
request. The calculated per capita is a rougmatt; the half-year per capita is calculated amabted. Expenditure for the full year
is estimated by taking the final projected caselpaoh Exhibit B and multiplying by the estimatedlfyear per capita. The per capita
figure calculated in this exhibit is compared te tRY 06-07 per capita, to provide an estimate of ldigibility categories are
trending over the course of the year.

The Department urges extreme caution when usingeh&apita costs calculated in this exhibit. Tiia rough projection utilizing
year-to-date expenditure patterns as a guide tdigbireuture expenditures. The impact of one-timpenses, or considerations of
seasonality are not included. It is not meanefdace the extensive forecasting used in the affBudget Request and is not always
a predictor of future expenditures.

EXHIBIT H - LONG TERM CARE AND | NSURANCE SERVICES

This section is for a series of services that,dorariety of reasons, are individually computed #meh allocated to the eligibility
categories based on experience. Those services are

* Class | Nursing Facilities

* Class Il Nursing Facilities

* Program of All-Inclusive Care for the Elderly (PALE

* Supplemental Medicare Insurance Benefits
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* Health Insurance Buy-In

Summary of Long Term Care and Insurance Request ged&EH-1)
This exhibit summarizes the total requests fromvtbeksheets within Exhibit H.

Class I Nursing Facilities (Page EH-2)

Class | nursing facility costs are essentially acfion of the application and interpretation oferaeimbursement methodology
specified in detail in State statutes, the utilaatof the services by Medicaid clients, and theawt of the effect of cost offsets such
as estate and income trust recoveries. The waditstrategy for estimating the cost of theseisesvis to predict the costs driven by
the estimated Medicaid reimbursement methodologtinfated weighted average per diem allowable Médlicate, and estimated
average patient payment), estimated utilizatiorclmnts (patient days without hospital backup antiaf state placement), estimated
cost offsets from refunds and recoveries, and d@rdemdjustments due to legislative impacts.

Overall, patient days have declined since FY 99alibough caseload in the Department’s Adults &b @ider, Disabled Adults 60

to 64, and Disabled Individuals to 59 eligibilitategories has increased by approximately 8.3% ytirdhe estimated FY 07-08
total) since that year. This is due to effortsthwy Department to place clients in Home and ComtyBased Services (HCBS), and
in the Department’s Program for All-Inclusive Céoe the Elderly (PACE). Patient days began toease again in FY 04-05, but the
growth apparently ceased in FY 06-07.

Patient payment is primarily a function of clientome. As clients have received cost-of-livinguatipents in their supplemental
security income, patient payment has increasedrdicyy.

Because the request for Class | Nursing Facilisesalculated on a date-of-service basis and asljusi reflect the cash-basis of
Medical Services Premiums, reported statisticsHsag per diem and patient days) in each Budget é&@s estimates of incurred
but not reported claims are replaced with actupkesditure. Therefore, totals in this Budget Retjwels not match totals reported

previously for recent periods.

For complete information regarding specific caltiolas, the footnotes in pages EH-3 through EH-5cdes calculations of
individual components. The methodology for thesSlarequest in Exhibit H is as follofvs

2 For clarity, FY 07-08 figures are used as an examphe estimate for FY 08-09 is based on thenest for FY 07-08, and follows the same methodalogy
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The Department received information from its nugsiacility cost-report auditor, Myers and Stauffer,estimate the FY 07-08
per diem allowable Medicaid rate. This rate isdobagn a weighted average of nursing facility rabegore the impact of HB 07-
1183 is considered. The estimated per diem alltevslliedicaid rate is $170.03.

Using historic claims data from the Medicaid Manmagat Information System (MMIS), the Department ghiltes the estimated
patient payment of $30.20 for claims that will beurred in FY 07-08. The difference between themeged per diem rate and
the estimated patient payment, $139.83, is an estimf the amount the Department will reimbursesimgy facilities per day in
FY 07-08.

Using the same data from above, the Departmenulesds the estimated number of patient days forOFY08, a total of
3,500,696 days.

The product of the estimated Medicaid reimburserpentday and the estimated number of patient deyydsythe estimated total
reimbursement for claims incurred in FY 07-08, $582,322.

Of the estimated total reimbursement for claimsuired in FY 07-08, only a portion of those claimil Wwe paid in FY 07-08.
The remainder is assumed to be paid in FY 08-0% Department estimates that 91.94% of claims redun FY 07-08 will also
be paid during FY 07-08. Footnote 5 of Exhibitdetails the calculation of the percentage of clainas will be incurred and paid
in FY 07-08. The total amount estimated to be paidY 07-08 for claims incurred in FY 07-08 (“cant year claims”) is
$450,060,950.

During FY 07-08, the Department will also pay forse claims incurred during FY 06-07 (“prior yeaaiols”). In Footnote 6 of
Exhibit H the Department estimates the total amadioiutstanding claims to be paid in FY 07-08, $38,920.

The sum of the current year claims and the pri@r ygaims, $488,637,870, is the estimated expergditin FY 07-08 prior to
adjustments (“gross budget estimate”).

Other non-rate factors are then added or subtrdated the gross budget estimate. These includéntispital backup program
and out of state placements, estimated estatenaodne trust recoveries, and recoveries from Departraverpayment reviews.
Information and calculations regarding these adjests are contained in the footnotes for the Al&ddgrsing Facilities request,
on pages EH-3 through EH-6.

Legislative impacts are added as bottom line adjests. For FY 07-08, this includes HB 07-1183,chiestablished the Nursing
Facility Grant Rate Program. For a detailed disius of bottom-line impacts, see the narrative floe Department’s
reasonableness projection for Class | Nursing Easil located below.

Once the “non-rate” factors are estimated, the sifithe gross budget estimate and the non-rate tacguds yields the total
estimated FY 07-08 expenditure, $486,319,414.

For FY 08-09, the same methodology is applied n@kato account the estimate for FY 07-08.
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Legislative Impacts and Bottom Line Adjustments

To account for programmatic changes which are madrporated in the prior per capitas or trend fiesGtthe Department adds total-
dollar bottom-line impacts to the projected expam@i. For complete information on legislative irofsa see section V, Additional
Calculation Considerations. The following impaasibeen included in the Class | Nursing Faciltezgiest:

 HB 07-1183 established the Nursing Facility GraateRProgram, which increases the rates of providbose rates decreased as
a result of the end of the rate floor provisionabshed in SB 06-131. The total amount approgddor the Nursing Facility
Grant Rate Program is $397,000. No funding ex@st§Y 08-09.

Summary of FY 07-08 and FY 08-09 Request

FY 07-08 Request Amount
Estimated Expenditures for Claims Paid in Curreeaiywith Current Year Dates of Service $450,060,950
Estimated Expenditures for FY 06-07 Dates of Servic $38,576,920
Estimated Expenditures in FY 07-08 Prior to Adjustnents $488,637,87(
Adjustments ($2,318,456
Total Estimated FY 07-08 Expenditures $486,319,414
FY 08-09 Request Amount
Estimated Expenditures for Claims Paid in Curreeaiywith Current Year Dates of Service $468,197,808
Estimated Expenditures for FY 07-08 Dates of Servic $39,441,372
Estimated Expenditures in FY 08-09 Prior to Adjustnents $507,639,18(
Adjustments ($2,120,450
Total Estimated FY 08-09 Expenditures $505,518,73(

Incurred But Not Reported Adjustments

As part of the estimates for the allowable per drate, patient payment, and patient days, the Deeat utilizes the most recent 4
years of incurred claims to calculate estimategsHercurrent year and the request year. Howewmause not all claims which have
been incurred have been reported, the Departmesit adjust the incurred data for the expected imudeof claims which will be
paid in the future for prior dates of service. N@itit such an adjustment, the claims data would apieedrop off at the end of the
year, erroneously introducing a negative trend itheoestimate.
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The Department uses an extensive model which exapast claims by month of service and month ofreay to estimate the
amount of claims which will be paid in the futur€his is known as an “Incurred But Not ReportedNR) adjustment. The IBNR
adjustments analyze the prior pattern of expenglifapecifically, the lag between the time pastnetawere incurred and when they
were paid), and applies that pattern to the datais enables the Department to use its most redzat, where there is a significant
volume of claims which have yet to be paid.

Separate IBNR adjustment factors are calculate@doh month, based upon the number of months bettheetime claims in that
month were incurred and the last month in the data These adjustments are applied to the colledé¢a, and the Department
calculates the estimate of nursing facility exptur@i using the methodology described above. Tdjissement is most apparent in the
Department’s estimate of claims paid in the curgear for current year dates of service, partitulirotnotes 5 and 6 of Exhibit H.
In these footnotes, the Department uses the cééclaonthly IBNR adjustment factors to estimate ghecentage of claims in FY
06-07 which will pay in FY 07-08, and the percemrtad claims incurred in FY 07-08 which will be pamFY 08-09.

The Department has updated its IBNR adjustmenultzion from the November 1, 2007 Budget Requesingupaid claims data
through November 2007.

Nursing Facility Rate Methodology Changes
The following is a timeline of changes to Classurding Facility policy:

FY 97-98 8% Health Care Cap and 6% Administratie@ Gnplemented

FY 98-99 No change

FY 99-00 8% Health Care Cap temporarily removed@ase Mix Cap Implemented

FY 00-01 No change

FY 01-02 8% Health Care Cap permanently removed@mality of Care Incentive Program / Resident Cextte
Quality Improvement Program discontinued

FY 02-03 Administrative Incentive Allowance removied three months then reinstated

FY 04-05 8% Health Care Cap reinstated

FY 05-06 No change

FY 06-07 8% Health Care Cap removed for faciliuggh an average annual Medicaid resident censusetteeds 64% of the
number of actual residents in that facility fortteame period. Established a rate floor of 85%hefstatewide average
rate, or 110% of the facility’s current year ratehichever is lower (SB 06-131). Provisions from 86-131 are
applicable for FY 06-07 only.
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FY 07-08 Established the Nursing Facility Grant k&rogram (HB 07-1183). Providers affected by ¢hd of provisions
implemented in SB 06-131 are given additional fagdo mitigate the impact of the end of the rateffl

Class I Nursing Facilities — Cash Based Actuals aidtals by Aid Category (Pages EH-7)

This exhibit has changed since the Department'sugep 15, 2007 Budget Request. Previously, theaDiegent performed a
separate projection of Class | Nursing Facilitigpenditure using a per capita-based methodologyweyver, because that projection
was not utilized in the final request, the Deparitn® longer includes it in the official Budget Regt. For comparison purposes to
other service categories, this exhibit lists pyear expenditure along with the projected expemndiftom page EH-2. Estimated
totals by aid category are split proportionallythe most recent year of actual expenditure. Addilly, the Department calculates
per capita costs for each year.

Totals for each aid category are used to calculatied expenditure by aid category in Exhibit Eddatal per capita by aid category
in Exhibit C.

Class Il Nursing Facilities (Page EH-9)

This service category is for specialized privatesmg facility care for developmentally disabledats, which was the focus of the
Department of Human Services’ initiative to deingionalize these clients by placing them in appeip care settings. The
deinstitutionalization strategy was completed irridpf FY 97-98. Beginning of FY 98-99, the semicategory was limited to one
facility, Good Shepherd Lutheran. There are noplta eliminate this facility as it essentially éions more like a group home than
an institutional facility.

At the end of FY 05-06, Good Shepherd Lutheraneiased its enroliment from 16 clients to 20 clieridsiring FY 06-07, the census
at this facility has remained constant, and theraa expectation that there will be a further cleamgenrollment at this facility.
Additionally, this facility received an annual cdsised rate adjustment, similar to class | nur&egities. As a result, this service
category has experienced expenditure growth tlirslisharply from any recent year. Thereforeynaer to project expenditure for
this category, the Department calculated the ptege@xpenditure for FY 07-08 as the total expemditun each aid category
multiplied by the percent change in total expenditrom FY 04-05 to FY 05-06. Because all clieate paid the same rate
regardless of aid category, it is anticipated gtange in expenditure per aid category will onharaie if enroliment varies by aid
category. However, total expenditure would salinain the same; therefore, differences betweena@jories are less relevant. The
Department holds this estimated percent increasstant for FY 08-09.
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Program Of All-Inclusive Care For The Elderly (PACE(Page EH-12)

The Program of All-Inclusive Care for the ElderRACE) is a Medicare/Medicaid managed care systampifovides health care and
support services to persons 55 years of age amul. olthe goal of PACE is to assist frail individaiab live in their communities as
independently as possible by providing comprehenservices depending on their needs. PACE iswsdy by Adults 65 and Older
(OAP-B), Disabled Adults 50-59 (OAP-B), and Disablkdults to 59 (AND/AB). PACE rates are adjustegt® per year, generally
on January 1 of each year.

For the November 1, 2007 Budget Request, the Dmpatthas substantially revised the methodology tsedlculate the projections
for PACE expenditure. In prior years, the Depantnperformed a per capita-based estimate, simdathe Acute Care and
Community Based Long Term Care projections. Howeearollment trends in PACE are different from theerall Medicaid
population. Therefore, the standard per capitasomeais unreliable, in that it does not reflect tiiue cost of serving a client enrolled
in PACE.

To better forecast expenditure, the Departmentpnasided two new metrics on page EH-12: averagathtp enrollment, and
average cost per enrollee. The average monthbllerant is based on the number of distinct clidatswhom capitations were paid
to PACE providers in each fiscal year, as deterthimeclaims information from the Medicaid Manageingformation System. The
average cost per enrollee is the total expenddivided by the average monthly enroliment for ebstal year.

The FY 07-08 projection for PACE is computed inesaV parts: First, the Department estimates to&/tr in the average cost per
enrollee, and applies the selected trend facttregd-Y 06-07 average cost per enrollee. Secoed)#dpartment estimates the growth
in the average enroliment, and applies the selgcésd factor to the FY 07-08 average enrolimehe estimated cost per enrollee
and estimated enrollment are multiplied to calaitiie estimated FY 07-08 base expenditure. TihenDepartment adjusts for any
bottom line impacts not incorporated in the tretescribed below). The sum of the base expenditndethe bottom line adjustments
is the estimated FY 07-08 total expenditure. FY0O8s calculated in the same fashion.

To estimate the increase in enrollment, the Depantreelected the average percent increase in sraallbetween FY 04-05 through
FY 05-06 for Adults 65 and Older, 11.06%, and tleecpnt increase in total Disabled Adults 60 to 6d ®isabled Individuals
combined enrollment from FY 03-04 through FY 05-881%. The Department selected a combined fdatdhese groups because
of the similarities between the populations.

To estimate the average increase in cost per earolhe Department selected the average percergas® in cost per enrollee
between FY 03-04 and FY 05-06 for Adults 65 andedld.15%, and the combined average percent irene@asost per enrollee
between FY 03-04 and FY 05-06 for Disabled Adu@g® 64 and Disabled Individuals, 6.57%. Theresaweral factors influencing
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the decision to use a more historical period rathan recent periods. First, in FY 05-06, PACEesaivere decreased to reflect
implementation of the Medicaid Modernization Acsecond, in FY 06-07, due to concerns raised byCiaters for Medicare and

Medicaid Services (CMS) late in the PACE rate sgtpprocess, PACE rates were not implemented unlyl I, 2007, rather than

January 1, 2007. Therefore, the Department féalsgercent changes from FY 06-07 will not appatety reflect future changes in

cost per enrollee.

Furthermore, implementation of the July 1, 2007 EAG@tes have been delayed due to concerns fror@e¢heers of Medicare and
Medicaid Services. Therefore, current year-to-@jgenditure does not reflect the increase in rdiaisis anticipated. In preparing
this February 2008 Budget Request, the Departmesniahalyzed the probable impact of the rate ineremsd believes that the per
capita trends selected will adequately reflectasigmated rate increase. It must also be notddhbger capita cost is based on the
actual cash-based expenditure; therefore, thegmtacincreases do not reflect the actual rateass given to the provider.

The Department has received applications for amithli PACE sites, and program staff indicates tat providers are projected to
begin accepting clients in April 2008, serving otiein EI Paso, Montrose, and Delta counties. Dé&partment anticipates that by the
end of FY 07-08, approximately 40 clients will ber@led in the new programs. For calculation peex) this reflects an average
monthly caseload of 7 clients. In FY 08-09, thep@#ment anticipates that approximately 185 cliemi$ be added to PACE
enrollment. Further expansion is anticipated in #¥10; as expansion information becomes knownDieartment will adjust its
Budget Requests accordingly.

Legislative Impacts and Bottom Line Adjustments
Adjustments to FY 07-08 and FY 08-09 include thteing:

* In FY 05-06, the Department reached a settlememrgtemgent with its PACE provider to correct for imstas where the incorrect
rate was paid for clients. During FY 05-06, thepBement recouped $1,462,091. In FY 06-07, theategent recouped the
outstanding amount of $350,902. Because of ther@atf this recoupment, these are one-time paymerite Department. The
Department has adjusted the FY 07-08 estimatetgniline adjustments by adding a bottom line stijent reversing the
impact of the estimated FY 06-07 collection.

* In FY 07-08, the PACE rates will be adjusted tdude the rate increases provided to Acute CareGommunity Based Long
Term Care services in HB 06-1369 and HB 06-138Bes€ rate increases would have been applied oardabu2007, however
the delay imposed by the Centers for Medicare apdishid Services in setting new rates has pushedntipact back to July 1,
2007, effective with new PACE rates. The origieatimates for HB 06-1369 and HB 06-1385 did notuite an impact for
PACE. This is a bottom-line impact for $629,975.
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The sum of the bottom line impacts to PACE incredbe estimated FY 07-08 projection by $980,87fie fevised estimated FY 07-
08 PACE total is $50,206,132.

No bottom line impacts have been included for FY098 The estimated FY 08-09 PACE total is $ $59,683.

Supplemental Medicare Insurance Benefit (Page EH)16

The Supplemental Medicare Insurance Benefit (SMi&)sists of two parts: Medicare Part A, the insaeapremium for hospital
care and Medicare Part B, the insurance premiunviedicare-covered physician and ambulatory carécEs. Only premiums are
paid in this service category; co-payments and dialas are paid under Acute Care. Medicaid cfiemho are dual-eligible (clients
have both Medicaid and Medicare coverage) or Rddieml Eligibles receive payment for Medicare PBrtand in some cases,
Medicare Part A. The Partial Dual Eligibles aideggry has two distinct groups: Qualified Medic&eneficiaries and Specified
Low-Income Medicare Beneficiaries. The Part A prem payments are made for a small subset of thelifi@gdaMedicare
Beneficiary eligibility group only. The Supplemental Medicare Insurance Benefit servategory includes the estimate of payments
for both Part B for all Medicare beneficiary cliggpes, and Part A payments for Qualified Medidademeficiary clients. Premiums
for Medicare are not federally matchable for ckewho do not meet the Supplemental Security inclmme

The federal law that requires Medicaid to pay thedMare Part B premium for qualifying individualfi@se income is between 120%
and 135% of the federal poverty level was schedtde@xpire September 30, 2003. However, eligipilitas extended. This
population was referred to as Medicare Qualifiedividual (1). Legislation for the second grougereed to as Medicare Qualified
Individual (2), comprised of individuals whose imo® was between 135% and 175% of the federal polevgf and expired April
30, 2003. Formerly, Medicaid paid the portion lo¢ increase in the Part B premium due to the shifftome health services from
Medicare Part A to Part B insurance. Qualifiedividlals are 100% federally funded, subject to amual cap.

Expenditure in this service category is relatedwo primary factors: the number of dual-eligibleents, and the increase in the
Medicare premiums. For reference, the historicaidases in the Medicare premiums are listed inabie below®

® Most Medicare beneficiaries do not make a Paranpent, because they have contributed to MedicardQ or more quarters during their working lif€he
Department only subsidizes Part A payments for iediMedicare Beneficiaries who do not meet thegd@rter requirement.

* Premium information taken from the Centers for Matk and Medicaid Services,
http://www.medicare.gov/MedicareEligibility/Homep&lest=NAV|Home|GeneralEnroliment|PremiumCostIn&sAop
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Medicare Premiums
Calendar Year Part A % Change Part B % Change

2003 $316.00 $58.70

2004 $343.00 8.54% $66.60 13.46%
2005 $375.00 9.33% $78.20 17.42%
2006 $393.00 4.80% $88.50 13.17%
2007 $410.00 4.33% $93.50 5.65%
2008 $423.00 3.17% $96.40 3.10%

These premiums reflect the standard Medicare pmasiipaid by most Medicare recipients, or by the Depant on their behalf.
Clients with between 30 and 39 work quarters of i@ Covered Employment require a higher Part énpum. Additionally,
some clients pay higher Part B premiums based ghehiadjusted gross income, but it is assumed dieits meeting those
requirements do not qualify for Medicaid.

The Department has adjusted the methodology taéstehis benefit from prior years. To forecast=¥08, the Department inflates
the expenditure from the first half of FY 07-08 thye known increase in the Part B premium on JantiaB008. The Department
adjusts current year-to-date expenditure to refbee monthly payment which has not yet been recbmd-Y 07-08. No further
adjustment for caseload is made, as it is alreladyrporated in the first half estimate. The tetstimated expenditure for FY 07-08 is
the sum of the first half and second half estima#89,364,947.

To forecast FY 08-09, the Department first inflaties second half of FY 07-08 by the estimated ocasktrend for FY 08-09 from
Exhibit B, page EB-1. This figure represents tppraximate expenditure for the first half of FY 08: Then, the Department
inflates the estimated first half expenditure by #@stimated increase in the Medicare premium. tdtad estimated expenditure for
FY 08-09 is the sum of the first half and secontdl éstimates, $94,501,821.

Health Insurance Buy-In (Page EH-19)

The Medicaid program purchases the premiums feapgihealth insurance for individuals eligible Medicaid if it is cost effective.

This is known as the Health Insurance Buy-In (HIBtbgram, permitted under 25.5-4-210, C.R.S. (2007n)recent years, HIBI

expenditure has fluctuated significantly due to eumas policy and administrative changes. In paldic during FY 05-06, due to the
implementation of the Medicare Modernization Actmy of the health plans that were previously céfscive became ineffective,

since the costs of those health plans includedig denefit. This caused a significant decreas#iiBi expenditure and enrollment in
FY 05-06. Additionally, the Department found theftith rare exception, it was no longer cost effeetio purchase commercial
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insurance for clients in the Adults 65 and OldeARGA) aid category. Instead, the majority of exgheure was shifted to Disabled
Individuals to 59 (AND/AB), for clients who do nqualify for the Medicare Part D benefit.

In FY 06-07, the Department experienced signifiggotvth in the program, although the cause appedns related to administrative
changes rather than other factors. For exampe)gde outside agency has referred approximatelged@ clients to the Department
for enrollment in the program. Additionally, dugirFY 06-07, the Department examined and upgradede#isting process to
determine client eligibility for the program. Thibange enabled the Department to process clieoits &fficiently, resulting in an

increase in caseload.

Because of the dramatic changes in the expendiatterns in recent years, the Department doeseleve that per capita trends are
a good indicator for FY 07-08 expenditure. At gaane time, the Department believes the most regemith in expenditure is not
likely to continue in the future. Total growth iKY 06-07 was 41.62%; the Department selected 20.81&end expenditure to FY
07-08, and 10.41% to trend expenditure to FY 08-0U8e Department selected these percentages bgingdilne FY 06-07 growth
rate by 50% in FY 07-08, and by 50% again in FYO38- The Department anticipates that the growté vall begin to moderate in
the absence of additional policy changes.

EXHIBIT | —SERVICE MANAGEMENT

A new category has been set up to account fordh@rastrative-like contract services within the Nt Services Premiums budget.
The group is comprised of Single Entry Point agesicdisease management, and administrative feegsrépaid inpatient health
plans.

Summary Of Service Management (Page EI-1)
This exhibit summarizes the total requests fromvtbeksheets within Exhibit | on pages EI-2 througjk8.

Single Entry Points (Page EI-2 through El-4)

Single Entry Point agencies were authorized by HBL287. Statewide implementation was achieved Julk©95. The single entry
point system was established for the coordinatibaceess to existing services and service delif@ryall long-term care clients in

order to provide utilization of more appropriatevéeses by long-term care clients over time and dretbformation on the unmet

service needs of clients (25.5-6-105, C.R.S. (2004 single entry point agency is an agency im@l community through which

persons eighteen years or older, who are in neé&xhgfterm care services, can access needed lomgetee services (25.5-6-106 (3)
(a), C.R.S. (2007)).
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The single entry point agency is required to sefents of publicly funded long-term care programsluding nursing facility care,
Home and Community Based Services (HCBS) for therél, blind and disabled, HCBS for persons livingh acquired immune
deficiency syndrome, HCBS for persons with brajomp HCBS for persons with mental iliness, longatehome health care, home
care allowance, alternative care facilities, ado$iter care, and certain in-home services availgblsuant to the federal Older
Americans Act of 1965 (Section 25.5-6-106 (2) @®)R.S. (2007)).

The major functions of single entry point agendredude providing information, screening and redériassessing clients’ needs,
developing plans of care, determining payment ssum@vailable, authorizing provision of long-ternrecaervices, determining

eligibility for certain long-term care programsidering case management services, targeting ochireforts to those most at risk of
institutionalization, identifying resource gaps,oodinating resource development, recovering overgay of benefits and

maintaining fiscal accountability (25.5-6-106 (2),(C.R.S. (2007)). Single entry point agencie® alerve as the utilization review
coordinator for all community based long term csgevices.

Single entry point agencies are paid a case maregere for each client admitted into a communégdd service program. Single
entry point agencies also receive payment for sesvprovided in connection with the development arahagement of long term
home health prior authorization requests, for waskociated with client appeals and for utilizatiewiew services related to home
and community based services and nursing facilities

On November 1, 2002, the Department submitted artdépr Footnote 52 of HB 02-1420, describing tlzyment methodology for

single entry point agencies. However, recentlyais come to light that the process described ifdbiote report is not being used.
Instead, individual single entry point agency caotramounts are determined using data from eadlesentry point agency’s

previous year’s history of client and activity c¢sinAt the end of the contract year the actuahtleand activity counts are reconciled
against the projected client and activity countsisTprocess results in either funds owed to sieglkey point agencies for services
delivered in excess of funds received, or fundsdteethe Department for payments made in excessenofices delivered. The

Department then issues a reconciliation statenteobliect for overpayment or adjusts for underpaytmg to the amount allocated.
This payment methodology, combined with close Depant oversight, encourages single entry point @gsrto enroll only those

clients who are appropriate for community basetises.

Annual financial audits are conducted by the Depart to verify expenditures were made accordinthéocontract scope of work
and that to assure single entry point agency camgdi with general accounting principles and fed&ffice of Management and
Budget (OMB) circulars. If the audit identifies m&ed funds, the amount misused is collected thraugitovery order.

Effective with the November 1, 2007 Budget Requibst,Department has revised the methodology usedltolate this portion of
the Request. Because of the administrative naifitbe service, single entry points are generadlid@ fixed fee for each year,
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although this amount may be adjusted based onlastparience. In recent years, the number of tdigmocessed by single entry
points has increased at a much faster rate tharalbWedicaid caseload. Without an increase to ftked-price contracts, single
entry points would be required to serve an increapopulation with the same funding.

Therefore, the Department’s request includes arease to single entry point contracts. The re@aesicrease is based on the
expected increase in Home and Community Based &sr¢HCBS) utilization, as determined by averagethiyg paid enroliment in
the Department’'s HCBS programs. These figuresadaeilect the actual enroliment in HCBS progranasher, they are based on the
number of clients for whom the Department has paidlated claim during each fiscal year. This fegis therefore consistent with
the Cash Accounting basis of Medical Services Ruersi

The Department has updated the figures for HCB8 gafollment in the February 15, 2008 Budget Retqué&be figures presented
in November 2007 erroneously excluded a numbetaiis.

For FY 07-08, the Department’s projection usesdingent amount allocated to Single Entry Pointshim FY 07-08 Long Bill, and
adds two legislative impacts (see below). The Diepant’s estimate does not include any increasesdovice utilization for this
fiscal year, as current projections for single gpioint services indicate that the current budgsuificient.

For FY 08-09, the Department estimates the increas¢CBS utilization based on the average perceange in average monthly
paid enroliment from FY 03-04 through FY 06-07 &ach aid category. The estimated FY 07-08 tota¢editure is inflated by this
percentage, and legislative impacts are addeditoas the total FY 08-09 expenditure.

FY 07-08 and FY 08-09 Legislative Impacts and Battd.ine Adjustments

To account for programmatic changes which are madrporated in the prior per capitas or trend fiesGtthe Department adds total-
dollar bottom-line impacts to the projected expau@i. For complete information on legislative irofsa see section V, Additional
Calculation Considerations. The following impaeishbeen included in the FY 07-08 and FY 08-09 datins for Single Entry
Points:

« SB 04-206 directed the Department to implementdagbec hospice program. Entry into the progranstriae approved by single
entry point agencies. The Department receivedayapfrom the Centers for Medicare and Medicaidvises to add a pediatric
hospice effective January 1, 2008. This is anease of $26,338 in FY 07-08, and an increase of0$39n FY 08-09. These
figures are calculated based on the total estimeéseéload (25 clients in FY 07-08, and 75 addiliai@nts in FY 08-09)
multiplied by the current per client rate. Seeis@cV of this narrative for additional details
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+ HB 05-1243 allowed the Department to add consunmecied care to home and community based waiverices. These
services must be approved by single entry poinh@gs. The Department received approval from téet€rs for Medicare and
Medicaid Services to add consumer directed catleet@Iderly, Blind, and Disabled waiver and the kééhliness waiver in 2007;
the Department expects services to begin JanuaB0d8. This is an increase of $504,187 to FY 07a8 an increase of
$504,188 to FY 08-09 (Legislative Council fiscateador HB 05-1243, March 15, 2005).

« SB 07-239 contained rate increases for Single BERtints. The Department was appropriated an additi$3,852,887 to the
Department for the purpose of increasing the anwopaid to Single Entry Points, effective July 102@Figure Setting, March 8,
2007, page 43).

The sum of the bottom line impacts for Single EMRojints in FY 06-07 is an increase of $4,383,418e revised estimated FY 07-08
Single Entry Points total expenditure is $22,223,12

The sum of the bottom line impacts for Single Eojints in FY 08-09 is an increase of $583,201e fdvised estimated FY 08-09
Single Entry Points total expenditure is $23,936,18

Disease Management (Page EI-5)

Beginning in July 2002 the Department of HealtheCRolicy and Financing implemented several targdisshse management pilot
programs, as permitted by HB 02-1003. Specificaly Department was authorized “to address oveunder-utilization or the
inappropriate use of services or prescription dragsl that may affect the total cost of health cailezation by a particular Medicaid
recipient with a particular disease or combinatdrdiseases” (25.5-5-316 C.R.S. (2007)). Initiajfot programs were funded
solely by pharmaceutical companies and began ashedeatt different times between July 2002 and Deeer2004.

During the pilot program, the Department initiaten disease management programs to identify dis¢ appropriate strategies to
contain rising health care costs, improve accesetoices and improve the quality of care for the-for-service Medicaid clients.
The targeted disease conditions included high-ing&nts, clients with asthma, clients with diabetekents with schizophrenia,
female clients with breast and cervical cancer, elehts with chronic obstructive pulmonary diseas@dditionally, the Care
Management Organization pilot was established twrdinate all of the disease management programsaedtablish a means for
additional fee-for-service clients to obtain interscase management or health counseling.

The pilot programs revolved around three key mathaggre principles: appropriate and timely acces$dalth care services,
evaluation and support for adherence to appropnaeical regimens/treatments and provision of mafly recommended practice
guidelines for each chronic disease. The pilotgmams enabled the Department to obtain actual @dtorMedicaid disease
management data and experience to be utilizedifard program development.
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As a result of the pilot programs, the Departmenéered into permanent contracts with two diseaseagwment companies for two
health conditions: clients with asthma, and chewith diabetes. For clients with asthma, the D@pant contracts with Alere

Medical Incorporated to provide appropriate manag@nio achieve cost-savings, reducing hospitatimatiand emergency room
visits. For clients with diabetes, the Departmestracts with McKesson Health Solutions to provaggropriate management to
achieve cost-savings, reducing hospitalizationseandrgency room visits.

In current contracts, the Department’s disease g&mant contractors operate on a fixed budget (&pean the contract), and client
enrollment may not exceed a fixed number of cliethizt the Department has determined shall be managethat budget.
Contractors accept new clients only up to the éeedimit as specified in the contract.

In FY 07-08, the Department replaced its diabetasagement program with a congestive heart failoognam. FY 07-08 disease
management contracts are for a total of $627, & Department anticipates that these contractsaritinue into FY 08-09.

Leqislative Impacts and Bottom Line Adjustments

To account for programmatic changes which are madrporated in the prior per capitas or trend fiesGtthe Department adds total-
dollar bottom-line impacts to the projected expam@i. For complete information on legislative irofsa see section V, Additional
Calculation Considerations. The following impa@shbeen included in the FY 07-08 and FY 08-09 ¢aticins for Disease
Management:

« SB 06-165 authorized the Department to implemesgatie management programs via telemedicine. Sagugyto the program
are realized in the Acute Care section of this Retu This is an increase to Disease Managemefi8&®,928 (Legislative
Council fiscal note for SB 06-165, April 24, 2006jfective July 1, 2007. The total is includedhe base contracts in FY 08-09.

+ HB 05-1262 provided funding for disease managemergrams “...that address cancer, heart diseaseluagddisease” 24-22-
117 (2) (d) (IV) (A) C.R.S. (2006). Statutory aaotlhy for this funding was set to expire at the exfd=Y 06-07; however, the
Department was granted roll-forward authority ftiege funding in SB 07-239. This is an estimatedemse to Disease
Management of $3,940,776 in FY 07-08 (Legislativuaril fiscal note for HB 05-1262, April 25, 200588 07-239).

The sum of the bottom line impacts for Disease Managent in FY 07-08 increased the estimated FY 0Di38ase Management
projection by $4,321,704. The revised estimatedFY08 Disease Management total expenditure iA8482.

Because the bottom line impact for SB 06-165 i@iporated in the base for FY 08-09, there are ntwboline impacts for FY 08-
09. The estimated FY 08-09 Disease Managementexpanditure is $1,008,706.
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Prepaid Inpatient Health Plan Administration (Paggl-7)

Prepaid inpatient health plans (formerly known admiistrative Service Organizations) are an altéveato traditional health

maintenance organizations. They offer the caseagement and care coordination services of a heaihtenance organization for
a fixed fee. The organizations do this by notrigkon the risk traditionally assumed by health n@ance organizations. The
Department began using this type of organizatiomebver health care to Medicaid clients during BS-04. The Department
currently contracts with one prepaid inpatient tlealan, Rocky Mountain Health Plans. In FY 05-@f Department ended its
contract with Management Team Solutions. Prepajatient health plans receive a fixed amount adstmnative fee per client.

Exhibit EI-6 depicts only the administrative feeperditures for the Department’s current contractecjuding estimated cost
avoidance payments. The service costs for thegmaations are included in Acute Care. Becausadministrative fee remains the
same in FY 07-08, the Department has used actuallment in its current administrative service argation to forecast expenditure
in FY 07-08 and FY 08-09.

In addition to an estimate for the amount of adstimative fees, the Department has added bottomifinpacts for the estimated
contracted cost avoidance payment to Rocky Mourtigialth Plans for cost avoidance in both FY 05-06 BY 06-07. In January
2007, the Department made a contracted paymenbdkyRMountain Health Plans for services rendere¥r4-05, for $1,058,219.
Similarly, in FY 07-08, the Department anticipatesking a single contracted payment, for serviceslesd in FY 05-06. This
figure is an estimate based on the percentagelmemnt decline of 4.74%. The final payments wiffet from the budgeted amount,
as the Department will calculate the actual amedicbst avoidance, which may be higher or lowenttiee FY 04-05 level.

The FY 07-08 estimate for the prepaid inpatientthgaan including cost avoidance payments is $8,596. The FY 08-09 estimate
is $4,600,166.

EXHIBIT J - ESTIMATE OF FY 07-08EXPENDITURE USING FY 06-07CASH FLOW PATTERNS

This exhibit displays the FY 07-08 year-to-dateendgitures through September 2007 and the cashpiédtern of actual expenditures
for the first quarter of FY 06-07 to determine aigh estimate of FY 07-08 expenditures, with certaioeptions. This exhibit is a
rough projection utilizing past expenditure patteas a guide to future expenditures. The Cash Plaitern is one forecasting tool
used to estimate final expenditures on a monthgysbalt is not meant to replace the extensivedasting used in the official Budget
Request and is not always a predictor of futureeaggures.

In places where the Department does not expegirtbeyear cash flow pattern to be relevant todngent year, the Department has
made adjustments based on knowledge of currentgroggends. Exceptions to the cash flow patteennated in footnotes on page
EJ-1.
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Notably, an exception to the cash flow pattern iatsbeen made for Acute Care services. In Oct@bé6, one of the Departments
health maintenance organizations left the progm@ausing a large number of clients to move from rgadecare to fee-for-service.

Therefore, cash flow patterns for health mainterasrganizations are likely skewed. Additionallgchuse expenditures for fee-for-
service categories, such as physician servicesalaceaffected by managed care enrollment, cash flatterns for fee-for-service

categories are also likely skewed. Rather thafopara complex adjustment, for the purpose of éxisibit the Department assumes
that cash flow in FY 07-08 will be constant per Wwee

EXHIBIT K- UPPERPAYMENT LIMIT FINANCING

The Upper Payment Limit financing methodology acpbshes the following:

* Increases the Medicaid payment up to the fedeadlthyvable percentage for all public government cdvaeoperated home health
agencies, outpatient hospitals, and nursing faslivithout an increase in General Fund.

* Maximizes the use of federal funds available to$k&te under the Medicare upper payment limit tghothe use of certification
of public expenditures.

* Reduces the necessary General Fund cost by usirfgdaral funds for a portion of the State’s sludrne expenditures.

The basic calculation for Upper Payment Limit fiogag incorporates the difference between Medicark Medicaid reimbursement
amounts, with slight adjustments made to accountifterent types of services and facilities. Besaactual Medicare and Medicaid
reimbursement amounts are not yet known for theeatirfiscal year, prior year’'s data for dischargelaims, and charges are
incorporated into the current year calculation.

Funds received through the Upper Payment Limibfapatient hospital services are used to offsee@ei-und expenditures. These
offsets started in FY 01-02. Similar methodologes used for home health and nursing home premiuivisile outpatient hospital
services and nursing facilities account for a lapgetion of Upper Payment Limit funding, home hbdiias expenditures that are
relatively small by comparison, and will experieritide impact relating to changes in reimbursemeaiées.

In FY 05-06, the Department only certified expeundit for a half year, due to a federal audit reggirihe Department to certify
expenditure on a calendar year basis. During Eigetting in March 2006, the Department’s FY 06B2&e Reduction Item #2
(November 15, 2005) was approved; starting in FYOB6the Department will record exactly the cestifiamount as Cash Funds
Exempt.

During FY 07-08, the Department was informed by @enters for Medicare and Medicaid Services thavauld no longer be
permitted to certify public expenditure for nursifagilities. The Department is appealing this diesi, but does not anticipate that a
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final decision will be reached before the end of %08. Therefore, the Department does not incardetotals for nursing facilities
in its Request. The estimated amount of certificais still presented in Exhibit K, but is showar information purposes only.

Projections for all provider types are providedErhibit K. The FY 07-08 estimate equals $13,100,7The FY 08-09 estimate
equals $13,531,089.

EXHIBIT L - APPROPRIATIONS ANDEXPENDITURES

This exhibit displays the FY 06-07 final actualaioexpenditures for the Medical Services Premiumsluding fund splits, the
remaining balance of the FY 06-07 appropriatior g per capita cost per client. The per camt m this exhibit includes Upper
Payment Limit and financing bills. This exhibitllinot match Exhibit C due to these inclusions.

EXHIBIT M —CASHBASED ACTUALS

Actual final expenditure data by service categanythe past eleven years are included for histbpogpose and comparison. This
history is built around cash-based accounting; anb2th period for each fiscal year, based on paté.d This exhibit displays the
estimated distribution of final service categorypenditures by aid category from the estimated fiegbenditures by service
categories. This is a necessary step becausedtyes in the Colorado Financial Reporting Sys{@®FRS) are not allocated to
eligibility categories. The basis for this alloocatis the Medicaid Management Information Syst&fapnagement and Administrative
Reporting Subsystem report named the “REX01/COLARS) 464600.” This report provides detailed moyttéata by eligibility
category and by service category, as defined gnergl ledger code structure. From that steppéneent of the total represented by
service-specific eligibility categories was comgligend then applied to the final estimate of expemes for each service category
within each major service grouping: Acute Care, @umity Based Long Term Care, Long Term Care andrinxe (including
subtotals for long term care and insurance pieeparately), and Service Management.

Effective with the November 1, 2007 Budget Requibst,Department has made several labeling changéstexhibit:
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Service Group Old Title New Title

Acute Care Administrative Service Organizationgr&es Prepaid Inpatient Health Plan Services
Community Based
Long Term Care
Community Based
Long Term Care
Community Based
Long Term Care
Community Based
Long Term Care
Community Based
Long Term Care
Community Based
Long Term Care
Service ManagemeAtministrative Service Organizations Administrativee Prepaid Inpatient Health Plan Administration

Home and Community Based Services-Case Management[HCBS - Elderly, Blind, and Disabled

Home and Community Based Services-Mentally Ill FHCBMental lliness

Home and Community Based Services-Children HCB®abled Children

Home and Community Based Services-People Livitg wWIDSHCBS - Persons Living with AIDS

Consumer Directed Attendant Support HCBS - Consubirexcted Attendant Support

Brain Injury HCBS - Brain Injury

Effective with the February 15, 2008 Budget Reqguds Department has restated actuals for the Erréppatient Health Plan
Services service category for FY 06-07. The Depant has adjusted the allocation to exclude cakegdhat did not utilize this
service category. The total amount in aggregataies the same.

While trying to recreate the past history of expends in a cash-based environment, some docunaentspreadsheets with the
history of adjustments were no longer availableher€ is a greater opportunity for manual adjustsi@mtthe Colorado Financial
Reporting System that do not get recorded in thdiddéed Management Information System during theoaats payable period. This
can skew the reconciliation between the Computetp@uo Laser Disk (COLD) storage of Medicaid Maeagent Information
System report) and the Colorado Financial Repoi®ystem (COFRS).

EXHIBIT N — EXPENDITURE HISTORY BYSERVICE CATEGORY
Annual rates of change in medical services by sergroup from FY 95-96 through FY 06-07 final attergpenditures are included
in this Budget Request for historical purpose amahgarison. This exhibit has been revised to listenwecent years first.
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EXHIBIT_ O — COMPARISONOF BUDGET REQUESTSAND APPROPRIATIONS

This exhibit compares the Department’s Budget Rsiguy broad service category to the DepartmerdgigyLBill and special bills
appropriations, for FY 05-06, FY 06-07, and FY (&-th the chronological order of the events. SHadeeas indicate that the
Request or appropriation has not yet taken place.

For FY 05-06, this exhibit compares the DepartngeNovember 1, 2004; February 15, 2005; Novembe2@65; and February 15,
2006 Budget Requests to the FY 05-06 appropriadimh the FY 05-06 actuals. Actions taken by theegBaEnAssembly after the
Department’s February 15, 2006 Budget Request @dedato the February total to ensure a comparaiigparison to FY 05-06
actuals.

For FY 06-07, this exhibit compares the DepartnseNwvember 15, 2005; February 15, 2006; Novemb@0Q6; and February 15,
2007 Budget Requests to the final FY 06-07 appabion.

For FY 07-08, this exhibit lists the Department'svémber 1, 2006, February 15, 2007, November 17.280d February 15, 2008
Budget Requests to the FY 07-08 appropriation @&edpiaceholder used by the Joint Budget Committeeng the Department’s
January 23, 2008 Supplemental Briefing.

EXHIBIT P—GLOBAL REASONABLENESS
This exhibit displays several global reasonablebtests as a comparison to the projection in thidggt Request.

ExHIBIT QO —CASELOAD GRAPHS
This exhibit is described in the Caseload Narrative
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V. ADDITIONAL CALCULATION CONSIDERATIONS

Several bills passed during the 2004, 2005, 2006,2807 legislative sessions affect the DepartradR€quest for Medical Services
Premiums. Additionally, the Department has addaeal bottom line impacts for factors which aré¢ medlected in historical trends.
This section details the adjustments the Departimesitnade to the Request for Medical Services Rrami

SB 04-177 — Concerning Home and Community-Basedv&sss under the State’s Medicaid Program for Chigdr with Autism
Establishes the “Home and Community based Servare€hildren with Autism Act.” The program is fddedicaid children from
birth to six years of age with a diagnosis of autigt-risk of institutionalization in an IntermethaCare Facility for the Mentally
Retarded (ICF-MR and not receiving services from afthe alternatives to long-term care waiver paogs. The Department was
required to seek a federal waiver that meets budgetrality requirements. Services under this eaare outlined and limited to
$25,000 annually per participant. Community CesdeBBoards for persons with developmental disaediire the single entry point
agencies for case management services. Admim&aists for the Community Centered Boards arpedat 15%.

The autism waiver application was first submitted April 19, 2005. Through a series of correspordenhe Department began
working with the Centers for Medicare and Medic&gelvices in July 2005, and submitted the additiamfalmation on October 14,
2005. The Centers for Medicare and Medicaid Sesvapproved the waiver application for Home and @anity Based Services
for Children with Autism on December 23, 2005. Tiext steps to implement the waiver were continggain receipt of that federal
approval.

Upon approval of the waiver application, the Depemnt promulgated rules, including the provider iGedtion process; made
necessary systems changes; and developed theatenrith the Community Centered Boards to providsecmanagement services
for the Children with Autism waiver clients. AlF these processes were interrelated and any delagyd process affected a delay in
the others.

The rules were developed with substantial inputmfretakeholders, including parents of children walitism and medical
professionals with expertise treating children vatitism. The rules were presented to the Medicali@ss Board in April 2006 and
became effective on July 1, 2006. Provider rateievalso developed and finalized at this time.

As a part of the provider certification processe thepartment has an agreement with the Departmefublic Health and

Environment to conduct a review to determine ifravmler meets the waiver requirements. Executioth® agreement was delayed,
but the Department has been working with the Depamt of Public Health and Environment to expedit d¢ertification process for
providers of the waiver for Children with Autismh& Department expects that surveys will begin id-da@anuary 2008. In the
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interim, the Department has established a prowadicertification process for providers to ensurat thligible clients are able to
receive services. The Department began to erretits in March 2007.

Because of the stringent requirements for certificaas a provider in the program, enrollment ie gnogram has been slower than
originally anticipated in the fiscal note for SB-047. Therefore, the Department’s estimates asedan FY 07-08 year-to-date
expenditure, and held constant in FY 08-09.

SB 04-177 Total Funds Cash Funds Federal Funds
Exempt*

FY 07-08 Impact to Community Based Long Term Care

(2) Medical Services Premiums $302,586 $151,293 $151,293

(2) Medical Services Premiums — Single Entry Poonitract with

Community Centered Boards (15%) $163,500 $81,750 $81,750

Total (included in Community Based Long Term Care -Exhibit G) $466,086 $233,043 $233,043

*Cash Funds Exempt from the Colorado Autism Treatnkeind.

SB 04-206 -- Concerning Hospice Care for Personsondre Eligible under the "Colorado Medical Assistaa Act"

The bill required the Department to seek the appaiopfederal authorization to prepare and submatg@est for hospice care services
for eligible children under the state's Medicaidgmam. The bill specifies that the hospice cargises shall include but need not be
limited to: respite care; expressive therapiestigiale care from the time of diagnosis of a poiaht life-threatening illness; and
continuum of care through the coordination of sesj which may include skilled, intermittent, amduad-the-clock nursing care.
The Centers for Medicare and Medicaid Servicestgththe Department’s waiver request, and servieesrne available to clients
effective January 1, 2008.

The fiscal note for SB 04-206 estimated a partitgmarate and savings based on a small samplaesitsiwho would have qualified,
based on diagnosis code, for a similar programnfam-Medicaid clients, run by a Denver-area hospitBecause the program
requirements have now been finalized, the Depairtiags estimated the impact for the program in et below. In particular,
services are capped at $20,000 per client on tlewaThe Department assumes that, on averagh, aiaoit will expend only 25%
of that cap. Further, the Department estimatetsdos Single Entry Points based on the standame a8$1,053.50 per client, and
estimates acute care savings as twice the waigr co
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FY 08-09

SB 04-206 FY 07-08 (Annualization Amount)
Estimated Caseload 25 15
Average Cost Per Client Per Year $5,000 $5,000
Estimated Waiver Cost
(Community Based Long Term Care) 125,000 375,000
Estimated Single Entry Point Cost $26,338 $79,013
Estimated Savings
(Acute Care) ($250,000) ($750,000)
Total ($98,662) ($295,987)

HB 05-1015 — Concerning substance abuse treatmamier the “Colorado Medical Assistance Act”

This bill adds outpatient substance abuse treat@ertn optional service to the state’s Medicaidym. The outpatient benefit
includes assessment, alcohol/drug screening anasebing, social ambulatory detox, targeted caseagwment, group therapy, and
individual therapy adjusted for the average clieBavings are not expected to be realized untihgmths after the program starts.
The program began on July 1, 2006.

Based on assumptions from the fiscal note for HBLOB5, the Department assumed that 4,668 clientddadilize substance abuse
benefits in the first year of the program at anrage cost $1,512.87 per client (November 1, 2008gBu Request, page M-161).
However, caseload for the program to date has begificantly lower than previously estimated. Badson claims reported in the
Medicaid Management Information System, average thiprutilization for the program was 203 clientsjttwtotal program
expenditure of $390,565. However, July and Aud@@6 saw limited and enrollment and expenditureabse of the lag between
when claims are incurred and when claims are palerefore, the Department annualizes the totdlthe program had only been in
effect for 10 months instead of 12.

Based on the revised estimated full year experglitine Department recalculated the estimated savorgHB 05-1015. As with
prior Budget Requests, the Department assumesaiatgs will be proportional to the original fisqadte. Because the program is
relatively new, the Department does not yet haveugh data to accurately determine the actual rémudch costs due to the
program> Under the revised assumptions, the Departméimates the impact as follows:

® In the fiscal note from HB 05-1015, the savingineste was based on a 1997 report by the Washirffae Department of Social Services, projecteadon.
This estimate was applied on a per client basis tixerefore it is appropriate to reduce savingparionally to program caseload.
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HB 05-1015 Fiscal Note Estimate Revised Estimate
Estimated Medicaid Caseload Eligible for Outpati®nbstance Abuse Treatment 4,668 243
Annual estimated cost per client $1,512.87 $1,928.72
Estimated Expenditure (Annual) $7,062,073 $468,678
Anticipated savings in Medical Services Premiumi{gths) ($1,218,371 ($80,858)

The FY 07-08 impact is the annualization of anttgal savings, $80,858. Program costs are fullyalired in the FY 07-08 base.

HB 05-1243 — Concerning Consumer-Directed Care Undtlee “Colorado Medical Assistance Act”

This bill extends the option of receiving home amanmunity-based services (HCBS) through the Consibiected care service
model to all Medicaid recipients who are enrolladai home and community-based services waiver fachwtine Department has
federal waiver authority. The bill specifies tlzat eligible person shall not be required to diskfirom the person’s current home
and community-based services waiver in order teivecservices through the Consumer-Directed cargeceemodel. Additionally,
the bill specifies that certain professional lidagsrequirements do not apply to a person whorisctly employed by an individual
participating in the Consumer-Directed care servimalel and who is acting within the scope and aoifssuch employment. The
restrictions that apply to this professional liaem@sexclusion and the circumstances under whichekofusion does not apply are
noted in the bill. A consumer of attendant supjéllowed to have an authorized representative ds the judgment and ability to
assist the consumer in acquiring and using servindsr the program.

In 2005, the Centers for Medicare and Medicaid Besvcompletely revised the home and community dhasvices waiver
application forms, requiring additional componethigt needed to be researched and addressed by pagtDent prior to submission.
This caused a substantial extension to the timeframguired for the implementation of this bill. pgkpval by the Centers for
Medicare and Medicaid Services for the implemeotatf Consumer Directed Care for the Elderly, Blindd Disabled waiver and
the Mental lliness waiver was granted in mid-20&&rvices became available to clients in Januadg 2®avings estimates are taken
from the Legislative Council fiscal note for HB 0243, on March 15, 2005, which assumes a savingslipat of $373.

Description EY 07-08 FY 08-09 Annualization
Amounts
Service Management (Single Entry Point) (Exhibit 1) $1,008,375 $0
Community Based Long Term Care savings (Exhibit G) ($2,012,790 ($2,415,348
Fiscal Year Impact ($1,004,415 ($2,415,348
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HB 05-1262 — Concerning the Implementation of TolwacTaxes for Health-Related Purposes Pursuant tai@m 21 of Article X
of the State Constitution

HB 05-1262 requires expansion of existing Medicardgrams to be funded through the Health Care EsipanFund and the
Prevention, Early Detection, and Treatment Fungrtwide revenue for the State’s General Fund, tlleAQe Pension Fund and for
municipal and county governments. Appropriatiommsif the Health Care Expansion Fund and the PrengnEarly Detection, and
Treatment Fund are made to the Medical ServicesiBnes Long Bill line item. The following are expilations of the impacts each
have to the Department’s Request for Medical Ses/Rremiums.

Prevention, Early Detection, and Treatment Fund

This fund is administered by the Department of ubkalth and Environment; however, HB 05-1262 tes for a transfer of funds
to the Department for two programs: the Breast &@edvical Cancer Program; and Disease Managementeath case, the
Department makes a fund-split adjustment on Exibpages EA-2 and EA-3 to request the appropaateunt from the Prevention,
Early Detection, and Treatment Fund. For the Braad Cervical Cancer Program, the Department Ed&sithe required fund-split
on Exhibit F, page EF-6. For Disease Managembatfund-split is made directly on pages EA-2 andEA

Breast and Cervical Cancer Program

A portion of the Prevention, Early Detection anddtment Fund established by HB 05-1262 is dedidat@ttreasing the number of
cancer screenings performed by the Department blicPHealth and Environment. HB 05-1262 also prediddditional funding to
the Department to pay for increased caseload astdt 0f increased screenings. The Departmentotag@ntify which clients in the
Breast and Cervical Cancer Treatment Program cotoghe program solely because of the increasessirgs. In the Department’s
February 15, 2006 Budget Request, the Departmeatédstthat the Department of Public Health and Bmwient is funding
approximately 30% of all screening with Amendme&tm3onies. The Department suggested that the shocatéon could be used
for the treatment program. During Figure Settirige oint Budget Committee approved the Departmeatibeation plan (Figure
Setting, March 13, 2006, page 104). Therefore, 33%he total Breast and Cervical Cancer Treatnpatients are allocated as
Prevention, Early Detection and Treatment Funcep&giand the other 70% of the total Breast andi€drancer Treatment patients
are considered “traditional” Medicaid.

A description of the calculation for the Breast &w®tvical Center Program is contained in the nasdbr Exhibit F, on page 17 of
this narrative. The following table is a summafgstimated expenditure from the Prevention, EBdyection, and Treatment Fund:
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Estimated Total Prevention, Early Federal
HB 05-1262 - Breast and Cervical Cancer Program Clients Funds Detection, and Funds
Treatment Fund
Estimated FY 07-08 Health Care Expansion Breast and 82| $1.997 479 $699 118 $1.298 361
Cervical Cancer Program e ’ 1490,
Estimated FY 08-09 Health Care Expansion Breast and 90| $2 194 280 5767998 $1.426 282
Cervical Cancer Program S ’ 1540,

Disease Management

In HB 05-1262, the Department was given authomtyptirsue disease management programs for the muidoassisting in the
implementation of the State’s strategic plans reiggr cancer and cardiovascular disease to providehasive approach to cancer,
cardiovascular disease, and chronic pulmonary skspeevention, early detection, and treatment iloi@do. Under HB 05-1262, the
program criteria shall address at least one offallewing program criteria; 1) translating evideroased strategies regarding the
prevention and early detection of cancer, cardiowas disease, and chronic pulmonary disease iméatipal application in
healthcare, workplace, and community settings; @yviding appropriate diagnosis and treatment sesvifor anyone who has
abnormalities discovered in screening and earlgdiein programs; 3) implementing education progrémnghe public and health
care providers regarding the prevention, early dete, and treatment of cancer, cardiovascularagiseand chronic pulmonary
disease; and 4) providing evidence-based stratégiesercome health disparities in the preventiod aarly detection of cancer,
cardiovascular disease, and chronic pulmonary siésea

Statutory authority for the funding expired at gl of FY 06-07. However, in SB 07-239, the Daparit was granted roll-forward
authority to implement programs in FY 07-08 (Fig®Betting, March 8, 2007, page 32). The Departnast included the roll-

forward, $3,940,777, in its Budget Request in EiHib The Department receives this funding asaasfer from the Department of
Public Health and Environment, and not from thevEnéion, Early Detection, and Treatment Fund diyect
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Health Care Expansion Fund

This fund is administered by the Department of Hedlare Policy and Financing. Items funded includethe additional
Categorically Eligible Low-Income Adults and EliggbChildren estimated to become eligible for Meticdue to the removal of the
Medicaid asset test, 2) expansion of child enrafimender the Children’s Home and Community Base/iSes Waiver and the
Children’s Extensive Support Waiver programs, 3)dfMedicaid to legal immigrants, 4) increase ingblie Children due to the
impact from marketing the Children’s Basic Healtimd 5) provide presumptive eligibility to pregnambmen in Medicaid. The
request differs from the analysis in the fiscalendtie to updating the per capita costs and caselktadates to those in the request.
The total for each program is listed in the talddotv. Following the tables are short descriptiforseach of the programs. For a
complete description of the projections, see Sec@iqTobacco Tax Update) of this Budget Request.

FY 07-08 FY 08-09
Health Care Expansion Fund Programs Total Funds Health Care Total Funds Health Care
Expansion Fund Expansion Fund

Expansion Adults $20,548,943 $10,274,472 $25,490,738 $12,745,370
Expansion Foster Care (SB 07-002) $1,272,491 $636,247 $4,547,756 $2,273,879
Presumptive Eligibility $6,263,496 $3,131,748 $6,971,916 $3,485,958
Legal Immigrants $11,596,517 $6,216,752 $11,596,517 $6,216,752
Removal of Medicaid Asset Test $58,343,755 $29,171,878 $58,426,398 $29,213,199
Children's Home and Community Based Services  $18,443,668 $9,221,834 $19,672,014 $9,836,007
Children's Extensive Support $2,657,351 $1,328,676 $2,777,198 $1,388,599
Total $119,126,221 $59,981,607 $129,482,537 $65,159,764

Expansion Adults and Expansion Foster Care

Eligibility for low-income adults was expanded B 05-1262. Clients who do not qualify as Categaily Eligible Low Income

Adults (AFDC-A), have income less than 60% of tbddral poverty level, and have children became &éadieligible. Foster care
eligibility for some clients was extended to chddrup to age 21 via SB 07-002. These populatiecsive the full family-Medicaid
benefits package, and are forecast as part otahdard per capita development in Exhibits F, Gardl I.

Presumptive Eligibility
The Department discontinued Medicaid presumptivgikelity on September 1, 2004. Pursuant to HB12%2 the Department
reinstated the presumptive eligibility processgeetiive July 1, 2005. Similar to the Children’s Baklealth Plan, presumptive
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eligibility for Medicaid is handled through the Amm network. To be eligible for presumptive elilififs, a woman shall have a
verified pregnancy, declare that her householdsme shall not exceed 133% of federal poverty lanel declare that she is a United
States citizen or a documented immigrant. Eligipfior Medicaid must be determined by the counithim 45 days of application.
Once eligibility is determined, the client will baken off presumptive eligibility and may go to fiee-service or another Medicaid
health maintenance organization. Previously, thpaienent made payments to Anthem based on theatstintost per client per
month, and checks for duplicates to assure thanpats are not also made through the Medicaid Manage Information System
for these clients. The Department reconciles witithem to ensure that the provider has been pamtoagpiately for services
rendered. Effective January 2008, clients who ivec@resumptive eligibility are being accounted thwrough the Medicaid
Management Information System.

Using the normalized data, the Department has gtexjecaseload for FY 06-07 using the average mpetioliment in the first half
of FY 06-07. Expenditure is projected using theeat monthly payment rate of $285.58, plus the @amhalue to Anthem during the
cost settlement, $30.85, multiplied by the monttdgeload. The Department has forecast expendiaged on historical monthly
expenditure and caseload. Forecasting methodadodgscribed in the Tobacco Tax Section of thisgatidRequest.

Medicaid Legal Immigrants

SB 03-176 eliminated Medicaid coverage to legal igramts. However, implementation of the bill wasddayed. During the delay
Tobacco Tax funds funded the expenditures for tlodieaits resulting in continuous coverage for thagpulation. HB 05-1086
reinstated Medicaid coverage for legal immigramig a provision was added to HB 05-1262 to provideling from the Health Care
Expansion Fund on an ongoing basis.

Citizenship status is collected to determine whagiplicants are categorized as legal immigrantsugeidegal immigrants in the
Colorado Benefits Management System. lllegal immemgs have no documentation and are eligible foergency services only.
Legal immigrants with 5 or more years of residemnyd 40 or more work quarters are categorized asamadatory Medicaid
population and receive full benefits, provided timeget the eligibility requirements other than @tighip status. Optional Medicaid
legal immigrants (those who have 5 years of resigdiut less than 40 work quarters) also receivienigddical benefits. Currently,
the Colorado Benefits Management System does na thee capability to discern who is a mandatorylammigrant and who is
optional. This was clearly expressed in the figuate for SB 03-176. When SB 03-176 passed, it wanded to eliminate full
Medicaid benefits for optional legal immigrants gdvide emergency services only. However, SB D@-las never implemented
and these clients did not lose their full Medich@hefits. HB 05-1086 reinstated the benefits iessé optional legal immigrants. The
Department has identified system changes that eamdxle within the Colorado Benefits Managemente®yghat will enable the
Department to track this expansion population. Dbepartment is in the process of making systemsifinations.
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Due to the reinstatement of services to legal imnamts granted by HB 05-1086, $2,638,343 was furtiealigh the Health Care
Expansion Fund for FY 04-05. In FY 07-08, the Drépant was appropriated $11,596,517 for legal inmamigs; the amount funded
by the Health Care Expansion Fund was $6,216, 7i2i(é& Setting, March 8, 2007, Appendix B, page 11).

Removal of the Medicaid Asset Test

Effective July 1, 2006, the asset test no long@li@p to children and adults. As a result, client® were previously ineligible for
Medicaid became Medicaid eligible. Additionallyieats who were eligible for only the Children’s$8@aHealth Plan now qualify for
Medicaid. During FY 06-07, the Department begamdceive data on clients who are affected by timeokal of the asset test.
Currently, however, the Department’s reporting omdgntifies total expenditure and not expendituyeehgibility category. The

Department has forecast expenditure based on iestonmonthly expenditure and known caseload.

Because the Department is no longer able to re@ssst test information for individuals that aré ayaplying for Medicaid and other
financial assistance programs, the asset test @npmpulation has been difficult to track. Changesthe Colorado Benefits
Management System allow for all individuals appdyifor Medicaid benefits to be marked with a flagttiheports the following:
whether the client would have been eligible for Med regardless of the asset test removal; thentchvould not qualify for
Medicaid if the asset test was still in place; ibris unknown whether the client’s assets are @ofam determining eligibility.
Circumstances where this information may not bewknanclude: existing clients who have not goneotizh a yearly re-
determination, or clients who are not required tovmle asset information as a result of not apgyior other public assistance
programs. The Department’s fiscal agent has adeateport that shows the amount of Medicaid expperes the State has incurred
from clients that have provided asset informatidBased on an analysis of Medicaid applicants sebyethe Colorado Benefits
Management System, the Department estimated tBatdb@he asset test removal population would betiflable. Indeed, the asset
test removal report states that approximately 48dt%he total potentially eligible population haselm marked with the asset test
removal flag.

In FY 06-07, Health Care Expansion Fund expenditime the asset test removal population were $177/&8. For clients who have
not provided asset test information, the Departiramisfers funds from the Health Care Expansiordrurder the assumption that a
number of clients who have not reported assetmmdbion would not have qualified for Medicaid prtorthe rule change. In previous
years the Department assumed that of the clientshald not reported asset information, the propemibthese clients who would
not have qualified prior to the change was the sam#he proportion of clients who had reported tasdermation and would not
have qualified. However, based on current yeatdai® data, the number of clients who have rep@ssdt information is well below
the levels anticipated. Therefore, for FY 07-0f& Department has revised the methodology usetiottate expenditure for clients
who have not reported asset information. The Diepnt’s preliminary research indicates that cliemt® gained eligibility because
of the removal of the asset test have significahifjher income on average than clients who woulek lgualified regardless of the
change. Further, clients who have not reporteétaséormation have significantly higher income nihthose clients who have
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reported asset information. Based on this infoionatthe Department believes that there is a sgamt under-reporting bias in the
eligibility data, in that clients who have highacome are less likely to provide asset information.

Given the under-reporting bias, for FY 07-08, thepBrtment does not believe that it is appropriatase the strict ratio of clients
who would not have qualified to the total populatisho have reported asset information. RatherDeygartment has used that ratio
as a base, and inflated it by 100%. This figura reugh estimate, based on the average differ@noeomes between clients who
have reported asset information but would not hpreviously qualified for Medicaid and those thatvéanot provided asset
information. Because the results are prelimindng, Department has made a number of assumptioessiare that the estimate is
conservative and reasonable, and has rounded ghee fbecause of the inherent uncertainty of thggeption. The Department
continues to research this issue, and anticipaigsa more comprehensive and permanent framewdrloeviavailable in a future
Budget Request.

To calculate the FY 08-09 impact, the Departmestd@plied caseload and per capita growth factotisea@sset population based on
the percent change of the weighted average ofaaseand per capita rates.

Children’s Home and Community Based Services and thChildren’s Extensive Support Waiver Program Expaision

The Children’s Home- and Community-Based Servi€dd(BS) and the Children’s Extensive Support (CE8&er programs are
programs that use Medicaid funds to serve chiltlhahwould not qualify for Medicaid under standatibility criteria. The waiver
programs relax eligibility requirements for certgiopulations and apply to receive federal matclitngls for the program. Upon
approval, the Waiver programs are eligible to neeéederal matching funds at the Medicaid defiretes for state expenditures, but
the clients served by those waivers are not coreiteart of Medicaid. Once a child is on the waiver/she must receive at least one
state-paid service per month to remain on eithén@Waiver programs.

Children’s Home and Community Based Services (CH®®B8ver

Prior to HB 05-1262, 630 clients were actively sehby the Children’s Home and Community Based $esv(CHCBS) waiver
program and 478 individuals were on the waiting li$siB 05-1262 provided funding for the Departmémttake clients from the
waitlist and enroll them in the waiver. During big Setting, 200 additional expansion waiver sle¢se added (Figure Setting,
March 13, 2006, page 145), increasing the numbeawvailable waiver slots funded by the Health Caxpdasion Fund to 678. As
described in the Medicaid Caseload AssumptionsCaldulations, the Department anticipates only 4Bthese slots to be filled for
FY 06-07, due to the lag between increasing theravaslots and being able to determine eligibiliy the program. By FY 07-08,
the Department estimates that 676 of the slotshailfull.
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Children’s Extensive Support (CES) Waiver

Prior to HB 05-1262, the Children’s Extensive Supd@ES) waiver program had 212 clients that wezidp served and 148 that
were on the waiting list. Of the 148 clients, od§ were not Medicaid eligible, and were able tdumded with funding from the
Health Care Expansion Fund. HB 05-1262 provideulifog for the Department to take these clients ftbenwaitlist and enroll them
in the waiver. During Figure Setting, 30 additibagpansion waiver slots were added (Figure Setfitgrch 13, 2006, page 145),
increasing the number of available waiver slotsl&thby the Health Care Expansion Fund to 79. Asriwed in Section Q of this
Budget Request (Tobacco Tax Update), the Departamitipates that only 59 of these slots will diedi for FY 07-08 and FY 08-
09. This figure does not reflect only 59 clientsnly served; rather, it reflects the fact that s@xgansion slots are vacated when a
traditional waiver slot becomes available and timeag be some lag before the expansion slot igifdigain.

HB 06-1270 — Concerning the Authority of Public Schl Personnel to Make Determinations of Eligibilitfor Certain Public
Medical Benefits

This bill creates a demonstration project to malighelity determinations for Medicaid at the sartime that eligibility for free or
reduced-cost lunches is determined. The projectssin FY 07-08, and three school districts wél ¢elected to participate. In the
Legislative Council fiscal note for HB 06-1270, 30kents were estimated to be added to the casdtoaBligible Children. The
Department’s revised caseload estimate, based wantwcaseload trends, is 230 clients in FY 07-08 300 clients in FY 08-09.
The Department’s forecasting methodology is desdrilm Section Il of this section of the Budget Néikre. The Department has
incorporated this increase in caseload in Exhibip&ye EB-2. Because this is an increase to abetbere is no bottom-line impact
to the Department’s request by service group.

HB 06-1270 FY 07-08 FY 08-09
Estimated Caseload 230 299
Estimated Per Capita $1,778.29 $1,848.64
Estimated Expenditure $409,006 $552,743

HB 06-1385 — Provider Rate Increases

In the FY 06-07 Long Bill, HB 06-1385, footnotes, 24, and 28 also provided rate increases for dergi For this Budget Request,
rate increases applied effective July 1, 2006 amsidered annualized in the base and not expressigidered as bottom line
adjustments in this Budget Request.

Footnote 28 of HB 06-1385 was effective April 10Z0 This footnote provided rate increases for hbe®th and community-based
long term care providers. The Department’s FY 87-0ng Bill appropriation in SB 07-239 includes tuenualization of these rate
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increases. The Long Bill includes $4,097,363 fant¢ Health rate increases, and $8,318,888 for cantyabased long term care
rate increases (Figure Setting, March 8, 2007, p&8eand 38a). The Department has incorporatedahg Bill amounts as bottom-
line impacts in Exhibit F (Home Health) and ExhiBit(Community Based Long Term Care).

SB 06-165 — Concerning the Use of Telemedicine tmrRote Efficiency in the Delivery of Health Care 8aces, and, in
Connection Therewith, Establishing Pilot Programe Demonstrate Such Efficiency

Beginning July 1, 2006, this bill authorizes thepBgment to adopt rules implementing telemedicikes of that date, in-person

medical consultations are no longer required umMdedicaid, although patients retain the right to at® in-person contact with a
health care provider. Telemedicine consultatiorsadso permissible under managed care. Ratesléanedicine services must be at
least as great as program rates for comparablersop services, and the Department is allowed ieider setting the reimbursement
rate on a monthly, daily, or per-visit basis. kida&ion, the Department must establish rates fangmission cost reimbursement,
which consider to the extent applicable, reductiorsavel costs and access to care.

The Legislative Council fiscal note for SB 06-1&S@mes that there will be 80,008 telemedicine dtatgns in FY 06-07 at $7.50

in transmission costs per consultation. Total exjiare for transmission costs was estimated aD$®BD° The program was

assumed to start January 1, 2007. Additionalky,fidcal note assumed that there would be a savmnig@n-emergency transportation
services of $277,627. However, in FY 05-06, norergancy transportation services were moved fromidé¢&ervices Premiums to
the Department’s Executive Director’s Office Londl Broup. Therefore, an adjustment was made tdlivéd Services Premiums in
the Long Bill for non-emergency transportation ss8. The line-item for non-emergency transpartaservices is adjusted to
reflect the estimated savings.

The Department began accepting claims for telenmezliservices in late 2007. However, to date, theae been virtually no
utilization of the benefit. The Department is istigating the cause of the low utilization, butuames that as the benefit becomes
known to providers, billing will increase. For tharpose of this Budget Request, the Departmeningss that expenditure will be
25% of the total assumed in the fiscal note for @B165, $266,693. This would be equal to threé mdnths of claims. The
annualization amount in FY 08-09 is $800,077.

Beginning July 1, 2007, the Department entered ariocagreement with an outside contractor for at gpolmgram managing and
treating recipients with congestive heart failunel @iabetes using telemedicine. The Legislativera fiscal note for SB 06-165
assumes that this program will treat 512 clientsaraaverage cost of $62 per client per month. alfexpenditure for the disease
management program will be $380,928. Becauseeofdiv disease management programs, the fiscakstibeates that there will be

® The legislative council fiscal note contains glslirounding error, and lists the total expendiase600,058.
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savings to Medical Services Premiums of 50% ofentremergency room visits and inpatient hospi@yssfor clients with chronic
obstructive pulmonary disease (COPD), estimatek@6,363. This assumes that the pilot program dvoedich 2% of clients with
COPD.

HB 07-1021 - Concerning the Prescription Drug Conser Information and Technical Assistance Programne Making an
Appropriation Therefor.

HB 07-1021 established the Prescription Drug Comsulmformation and Technical Assistance Progranprtwvide advice about
prescription drugs to Medicaid clients. The Deparitrof Health Care Policy and Financing is requiceddminister the program and
provide incentive payments to pharmacists and playss who consult with Medicaid clients about hawatvoid dangerous drug
interactions and improve outcomes. Pharmacistspaidicians participating in the program will raeei$75 for each consultation
provided to selected Medicaid clients. Each y@&6 clients with high dollar pharmaceutical expease expected to receive
consultations. Payments to pharmacists are indludéhe Department’s Executive Director’s Officerlg Bill Group.

Based on a similar program in Wyoming, total drogts for participating clients are expected todwstuced by 33 percent. For FY
07-08, drug expenditures for the 226 clients prior receiving consultations are anticipated to be7&3685. Assuming
implementation in January 2008, the savings for6tineonths after the consultations totals $624,808.FY 08-09, drug expenditures
for the 226 clients receiving consultations areently anticipated to be $4,166,490, and HB 07-182Zxpected to result in full-year
savings of $1,374,942. The Department’s FY 08-#&8utations reflect the annualization amount of(§139.

HB 07-1183 - Concerning Reimbursement of Nursing &hties under the "Colorado Medical Assistance Actand Making an
Appropriation Therefor.

HB 07-1183 established the Nursing Facility GraateRProgram to provide assistance to certain myirfsiailities. Facilities that
received a Medicaid rate increase in FY 06-07 gesalt of the minimum rate established by SB 06; 18t whose rate for FY 07-08
decreases are eligible for the program. The prodsarapealed July 1, 2008. HB 07-1183 appropriatedtal of $397,000 for the
grant program. Per diem rates for affected pragidhave been adjusted so that total expenditurthéoprogram does not exceed the
appropriated amount. This amount is included bsteom line impact to the Class | Nursing Facititiridget, in Exhibit H, page EH-
2.

HB 07-1346 - Concerning Managed Care in the Medidsdsistance Program, and Making an Appropriation &refor.

HB 07-1346, specifies that the Department may entier prepaid inpatient health plan (PIHP) agreemiewhich are a type of
managed care. These agreements would be withesntiitat provide medical services on the basis otapita payments and have
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responsibility for inpatient hospital services &mollees. PIHP agreements may include qualityntice payments of up to 5 percent,
so long as incentive payments do not exceed tostlsavings. PIHP agreements may also include payfmethe costs of collecting
and maintaining electronic medical records.

The Department was appropriated funding to initeteasibility study for increasing the number oégamid inpatient health plans
participating in the Department’s managed care r@mog When the feasibility study is completed, Bepartment may submit an
additional budget action to change the scope a@fuitsent managed care program; however, no sudbidedhas yet been made.

In addition, the bill removes the requirement timgtnaged care capitation rates be no more than 95&e-dor-service rates for an
equivalent group. However, managed care organimmatinay submit capitation rate proposals of up t0%d®f direct health care
costs, but the state is not obligated to increasee@@l Fund expenditures. In June 2007, the Depattwas informed by its only
remaining risk-based managed care organizationithebuld no longer participate in the managed gqanggram unless rates were
raised to the 100% level. The Department submate&Emergency Supplemental request to the Joing&udommittee on June 20,
2007, requesting funding to raise capitation ratése Joint Budget Committee denied the requestt disl not sufficiently meet
criteria for an emergency supplemental. Howeves,Joint Budget Committee gave a favorable reveethé Department’s request
and ultimately, the Department raised capitatidago the 99% level, in accordance with the agesewith its provider.

The Department’s FY 07-08 calculation of Acute Caxpenditure (Exhibit F) does not include an adhestt to raise rates. These
funds were requested in a separate Budget Actldowever, it is worth noting that because the Depart is already paying the
enhanced rates, the impact of this Request isdedun year-to-date actuals listed in exhibit F.

SB 07-002 - Concerning Extending Medicaid EligibdNi for Persons who are in the Foster Care Systemniediately Prior to
Emancipation, and Making an Appropriation Therefor.

SB 07-002 expands Medicaid eligibility to young ksluwho are under 21 years of age and who wetthanfoster care system
immediately prior to their 8birthday or emancipation. Currently, most fosteildren lose Medicaid eligibility on their ¥&irthday

or when they graduate from high school. Fundingcfents who have regaining eligibility as a resafl this expansion comes from
the Health Care Expansion Fund. The Departmeatsed caseload estimate, based on current caseérats, is 1,226 clients in
FY 07-08 and 1,678 clients in FY 08-09. The Demarit's forecasting methodology is described in Badi of this section of the
Budget Narrative. The Department has incorportiedincrease in caseload in Exhibit B, page EBB2cause this is an increase to
caseload, there is no bottom-line impact to thedbepent’s request by service group.
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SB 07-002 FY 07-08 FY 08-09
Estimated Caseload 368 1,259
Estimated Per Capita $3,457.86 $3,612.20
Estimated Expenditure $1,272,491 $4,547,755

Executive Order 004 07 Establishing a Preferred Drug List

In January 2007, Governor Ritter signed Executivee® D 004 07 establishing a preferred drug list @olorado’s Medicaid

program. The purpose of this program is to provigeded medications to Medicaid clients while desireg expenditures on
pharmaceuticals. This Executive Order gives thpdbtenent the authority to implement a preferredydrst after evaluating various
methods of implementation and determining the bptsbn for Colorado. In addition, the Departmerit e responsible for forming

a Pharmacy and Therapeutics Committee respongibleviluating clinical data and evidence on allgdrunder consideration for
inclusion in the preferred drug list. The Depamin&ill also evaluate and pursue supplemental esbed further facilitate providing
pharmaceuticals for Medicaid clients at the lowssdsible cost.

During Figure Setting in March 2007, the Joint BetdGommittee reduced the Medical Services Premappsopriation by $670,376

in FY 07-08 to reflect expected savings from th@lamentation of a preferred drug list (Figure $ettiMarch 8, 2007, page 52).
This figure was based on the Legislative Counsitdl note for SB 05-022, despite significant défees in the proposed legislation
and the Executive Order.

In this Budget Request, the Department has subingéparate budget actions (Base Reduction Itenugpl@mental 9, Budget
Amendment 3, “Implement Preferred Drug List”) tacoacile the differences between the appropriatih he costs and savings
associated with implementing the Executive Ord€herefore, to prevent double-counting of the Rejués Request for Medical
Services Premiums holds the reduction that wasidec in the Long Bill constant at $670,376 in bB¥07-08 and FY 08-09 (see
Exhibit F, pages EF-3 and EF-4).

Human Papillomavirus (HPV) Vaccines for Children tder 20

During Figure Setting in March 2007, the Joint Bed@ommittee increased the Medical Services Presiiappropriation by
$1,010,084 in FY 07-08 for the costs of dispensimeghuman papillomavirus (HPV) vaccines to childbetween the ages of twelve
to twenty years old. The Centers for Disease @btias approved the HPV vaccine as a recommendhdaol vaccination. The
estimate assumed that the cost of the vaccinebeipaid by the federal Vaccines for Children pragrtherefore, the increased costs
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are for the office visits that are required in artiereceive the vaccine. The Department inclutiesncreased costs as a bottom line
adjustment in Acute Care.

Adjustment of Claims Paid to Certain Rural Healthe@ters

For FY 02-03 and FY 03-04, the Department submittenl Change Requests (Decision Item 7, Novemb20Q@2, and Supplemental
Request 9, January 2, 2003; both titled “ConfornfFéaleral Mandate in Reimbursement Methodology faoraRHealth Centers”)

requesting authorization and funding to implemdet per visit methodology. These Change Requests sudbsequently approved
(Figure Setting, March 13, 2003, page 109), andDipartment implemented the new regulations. \Wighapproval of the Centers
for Medicare and Medicaid Services, the Departnolioise to reimburse rural health clinics a per vesie equal to the higher of the
Prospective Payment System rate or their correspgridedicare rate. Implementing the per visit ratethodology took several
years, since these rates could not be set untD#partment had the clinics’ 1999 and 2000 audifiedicare cost reports. Once the
cost reports were available, rates were establiséiedactive to January 1, 2001 and the Departipaiak the rural health clinics the
difference between what had been reimbursed prsli@nd what was required under the Benefits Imgnoent and Protection Act.

During FY 06-07, the Department discovered thatHoee rural health centers the per visit rate odtlogy was never implemented.
Although encounter rates had been calculated fesetlproviders, claims for these providers were paitkr the old methodology,
wherein the provider was reimbursed a percentadmllefl charges. Upon investigation, it was deiaad that the classification for
these providers in the Department’s Medicaid Manag® Information System were not updated to reflaet new methodology;
thus, the providers continued to be reimbursed wtide old payment system. The Department belig¢hies by continuing to
reimburse these providers under the old methodolbgg/out of compliance with both state regulatand the Benefits Improvement
and Protection Act of 2000.

In its February 15, 2007 Budget Request, the Depant requested a total of $200,318 to adjust claiamd to rural health centers and
implement the correct payment methodology goingvésd. The Joint Budget Committee approved the Reat’s request, and the
annualization amount of $16,982 was included inRDbpartment’s Long Bill appropriation (Figure Sedti March 8, 2007, page 38).
Accordingly, the Department includes the annuatimamount as a bottom line impact to Acute Cavénliit F, page EF-3).
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(3) MEDICAID MENTAL HEALTH COMMUNITY PROGRAMS

The following is a description of the budget proijee for the Medicaid Mental Health Community Praigps.

History and Background Information

In 1993, under Section 1915 (b) and Section 19D»2f(&itle XI1X of the Social Security Act, the Cenms for Medicare and Medicaid
Services granted the State waivers that allowedStiate to implement a pilot managed care mentatth@aogram. The pilot
program operated until 1995. In 1995, SB 95-O78ated the Department and the Department of Hunegmic®s to implement a
statewide capitated mental health managed carganogin 1997, SB 97-005 authorized the Departnermirovide mental health
services through a managed care program.

The structure of managed care has changed over ltiMd®95, implementation of the Medicaid Mentaklik Capitation Program in
fifty-one counties of the State was complete, wite remaining twelve counties added in 1998. Aysigurth county was added
when Broomfield became a county in November 200hrough a competitive bid process, eight mentalthemssessment and
service agencies were awarded contracts to beceeproviders in the program. Again through contppetiprocurement, the
Department reduced the number of regions from eighfive and awarded managed care contracts to beeavioral health
organizations effective January 1, 2005.

Each behavioral health organization is respongdaig@roviding or arranging medically necessary méhealth services to Medicaid-
eligible Adults 65 and Older, Disabled Adults 60-8dd Disabled Individuals to 59, Categorically illg Low-Income Adults,
Health Care Expansion Fund Low-Income Adults, amdbyBCare Program - Adults, Eligible Children, FosBare children, and
Breast and Cervical Cancer Program Adults enrallgd a behavioral health organization. Servicesvjgled by those organizations
include, but are not limited to, inpatient hosp#ation, psychiatric care, rehabilitation and otigiat care; clinic services, case
management, medication management and physicia) aad non-hospital residential care as it pertensnental health. The
capitation program also includes alternatives sbitutionalization. The Department is requireditake monthly capitation payments
to contracted behavioral health organizations &vises for each eligible Medicaid recipient. Payms vary across each behavioral
health organization, as well as each eligibilityecgry.

Since the inception of the Medicaid Mental Healtbn@nunity Programs, the Department has been resgersir oversight and
contracting with the managed care organizationke Budget projections, day-to-day operations amdiradtration of the program
were the responsibility of the Department of Hunsamvices. In 2004, the administration and progratiorduties were transferred
from the Department of Human Services to the Depamt. These duties include budget projectionsamedunting for the program,
site reviews of the institutions, and contract riegimns. The transfer resulted in a new Long Bithup for the Department in FY 04-
05 Long Bill (HB 04-1422). Subsequently, SB 05-1fghsferred: (1) the Mental Health Administratappropriation for Personal
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Services, Operating Expenses, and External Quaktyiew Organization Mental Health from Medicaid NedrHealth Community
Programs — Program Administration to the Execubector’'s Office Long Bill group, (2) Single Entryoint case management
services from Medicaid Mental Health Fee-for-SesviPayments to Medical Services Premiums, and (Byices for the
developmentally disabled from the Colorado Depantnad Human Services for People with Disabilitie€emmunity Services and
Regional Centers to Non-Emergency Medical Trangpiori, Medical Services Premiums, and Mental Hedlde-for-Service
appropriations within the Department. As a resuily the Medicaid Mental Health Community Prograawpenditures are addressed
in this section.

A historical perspective of the Medicaid Mental Hle&€ommunity Programs is summarized as follows:

HB 02-1420 also provided funding for three alten@atprograms in the Medicaid Mental Health Commuritrograms:
Alternatives to Inpatient Hospitalization at the & Health Institute at Pueblo, Alternatives tpdtient Hospitalization at the
Mental Health Institute at Fort Logan, and Alteimas to the Fort Logan Aftercare Program. Eachheseé programs was the
result of reductions in institutional care. Contiag through mental health assessment and sergeercées, community mental
health centers offered to provide services throoginaged care at a much lower cost. Initially pdrthe Mental Health
Capitation Payments line, separate appropriaticgr®wade in the FY 04-05 Long Bill (HB 04-1422) dhd FY 04-05 Long Bill
Add-On (SB 05-209). Funding for Alternatives to &mient Hospitalization at the Mental Health Ingetat Pueblo, Alternatives to
Inpatient Hospitalization at the Mental Health lnge at Fort Logan, and Alternatives to the Faoghn Aftercare Program was
incorporated into the capitation base during thleest for proposal process for contracts effeciaeuary 1, 2005. Due to this
new contractual provision with behavioral healtbaoizations, separate appropriations were no longeded as of FY 05-06.

In FY 02-03, budget reductions were implemented Kiedlicaid capitation payments were reduced sigamiily for FY 02-03

through FY 03-04. This led to a reduction of seegiprovided by the behavioral health organizatibmsteasing caseload for
Medicaid Mental Health Community Programs and ipooating funding for alternative programs to inpati hospitalization

tempered the effect reductions had on the capitdtimget.

Due to a temporary federal change, the Medicaidriddinancial participation match was enhancedherlast quarter of FY 02-
03 and the entire FY 03-04 to 52.95% (up from 500d)jle the State’s share was reduced to 47.05%. fétieral financial
participation match rate returned to 50% for FYQU®4-

SB 03-196 mandated the Department to move fromuaétiased accounting to cash-based accountinghvéoMeedical Services
Premiums and the Medicaid-funded services in thgalienent of Human Services’ budget. This resulted one-time savings of
approximately $70 million in Medical Services Prams and $7 million in the Department of Human Smyi Medicaid-funded

services during FY 02-03. With cash-based accognéii expenditures became based on the date ofigraty regardless of when

Page 62



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIEMIG; FY 08-09 BUDGET REQUEST; BUDGET NARRATIVE

the date of service occurred, thus eliminatinggixemonth accounts payable period maintained uaderual-based accounting.
Ideally, all prior expenditure history for mentadith services would have been rebuilt on a casts liar historical comparison
purposes, using both the Colorado Financial Remprbystem and the Medicaid Management Informatigeteé®n data.
However, the Department’s current prospective agita budget methodology did not require the uskistbrical data prior to
FY 02-03.

» SB 03-282 gave the Department and the Departmeduofan Services’ Medicaid-funded programs a one-t@ppropriation of
$1,000,000 in FY 03-04, wherein $500,000 was fréwa Tobacco Litigation Settlement Cash Fund purstasection 24-75-
1104, C.R.S. (2005) and the remaining $500,000 freas federal funds for mental health capitation gedformance incentive
awards.

e Within the appropriation for Medicaid Mental Heal@ommunity Programs, the FY 04-05 Long Bill (HB 0422) provided
funding for the Mental Health Institute Rate Refina Adjustment. This funding was necessary beciaug@01 it was discovered
that the capitation-based payment for Medicaidntdielid not cover bed costs at mental health uistst Separate appropriations
for the Mental Health Institutional Rate Refinand@justment were made in the FY 04-05 Long Bill (l9B-1422) and the FY
04-05 Long Bill Add-on (SB 05-209). New contraetgh behavioral health organizations effective Jagul, 2005 began fully
covering the negotiated bed cost at the mentathhéadtitutes in new capitation rates via paymemittheld from behavioral
health organizations and made directly to the Mdrg&alth Institute. Therefore, a separate apprtipnafor the Mental Health
Institute Rate Refinance Adjustment was no long&ded as of FY 05-06.

* HB 04-1422 reorganized the Medicaid Mental Healdm@unity Programs Long Bill group into the followisections:

1. Mental Health Capitation Payments, which includeabittion Base Payments, Mental Health ServicesBimast and
Cervical Cancer Patients, Mental Health InstituegeRRefinance Adjustment, Alternatives to Inpatidospitalization at the
Mental Health Institute at Pueblo and the MentaalbHelnstitute at Fort Logan and Alternatives te fort Logan Aftercare
Program. SB 05-209 consolidated these line itetesane Mental Health Capitation Payments line itefaY 05-06.

2. Other Medicaid Mental Health Payments, which ineldidedicaid Mental Health Fee-for-Service Payme@tsld Placement
Agency and Anti-Psychotic Pharmaceuticals. Chlat@ment Agency and Anti-Psychotic Pharmaceutivaise listed under
Other Medicaid Mental Health Payments for informaél purposes only. Detailed explanations of theldCPlacement
Agency and Anti-Psychotic Pharmaceuticals prograntsappropriations can be found in the Departméhtuonan Services
Child Welfare section and the Department’'s MedBatvices Premiums section, respectively. SB 05-@09%Mot change
these line items. However, in November 2004, tepddtment received an order from the Centers fatiddee and Medicaid
Services to cease making Child Placement Agencynpats since they were considered supplemental patgnoeitside the
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scope of the existing waiver. Payments were discoed in December 2004 and the Department beggotiations with the
Centers for Medicare and Medicaid Services to taiesthe payments. To date the payments are deR”¥d5-06 Add-ons,
HB 06-1385 (FY 06-07 Long Bill) and FY 05-06 Addsoremoved the line from the Department budget w@amgroval is
received.

* HB 05-1262, known as the Tobacco Tax bill, establistwo funds that provide capitated mental hdadthefits to an increasing
population of Medicaid clients. Increased caselfwadled by the Health Care Expansion Fund, adneirest by the Department,
and the Prevention, Early Detection and TreatmemndFadministered by the Department of Public Heeaitd Environment, are
included in both the FY 07-08 Estimate and the BYOO Budget Request and are elaborated below.

 The federal Medicare Prescription Drug, Improvemantl Modernization Act of 2003, commonly known &as tMedicare
Modernization Act, went into effect January 1, 200@is legislation provides seniors and individuaish disabilities with a
prescription drug benefit.

* On September 20, 2006, the Joint Budget Commitppeoaed a 1331 Emergency Supplemental Requestnisfar funding from
the Department of Human Services to the Departm&hts transfer allowed for the inclusion of thegbel enhanced services in
the Medicaid Mental Health Capitation rates anthilated the need to classify and track them seglgrat

The Goebel Lawsuit Settlement line item was createldY 03-04 to fund specialized and enhanced nhdmalth services for
approximately 1,600 Medicaid and non-Medicaid d¢bewith mental illness in northwest Denver. Thee@G@ lawsuit claimed
that residents of northwest Denver with chronic takiiness were being denied services. The FY08Xupplemental Bill (HB
04-1320) established the Goebel Lawsuit Settlerasrd separate line item in the Department’s Deantrof Human Services
Medicaid-Funded Programs Long Bill group and pagkparately from Medicaid Mental Health Commuiitpgrams payments.

On March 31, 2006, the Goebel lawsuit was dismisgeter consultation with the Department’s contestactuary and review of
the Goebel-specific encounter and eligibility datayas determined that an actuarially certifiegmpant would become part of
the Mental Health Capitation Payments line iterm aljustment was made for the inclusion and it bdgging included in the
FY 06-07 capitations.

» SB 07-002 expanded Medicaid eligibility for certémster care children up to age 21.
Program Administration

In FY 05-06, SB 05-112 transferred all of MedicMéntal Health Community Programs - Program Admraisbn expenditures into
the Executive Director’s Office Long Bill group, éis reflected in the lines for Personal Servi€@gerating Expenses, and Mental
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Health External Quality Review Organization. Thé#/-08 Estimate and the FY 08-09 Budget RequedPfogram Administration
are included in the Executive Director’s Office IgoBill group.

Medicaid Anti-Psychotic Pharmaceuticals

As part of the Long Bill, estimated expenditures dati-psychotic pharmaceuticals are appropriatethis Long Bill group as Cash
Funds Exempt. This is an informational-only linem: the costs for these drugs are paid in theaBe®@nt's Medical Services
Premiums Long Bill group, and no actual transféetaplace. Because there is no corresponding atexite the Medical Services
Premiums Long Bill group, this double counts thadimg for these drugs. In previous Budget Requdkts Department has
recommended the removal of this informational ibeen. However, no action has been taken.

In this Budget Request, the Department is offigiadiquesting the removal of the Medicaid Anti-PotehPharmaceuticals line item.
This will not impact the Department’s ability toyp#or these drugs, as they are still part of thedMaid physical health benefit (as
are all other pharmaceuticals related to the treatrof mental health conditions, such as anti-ckganets). The Department will
continue to report expenditure for anti-psychoiicsts Budget Request in future years (such asxhiliit F of the exhibits for
Medical Services Premiums, and/or the Strategin)P&nd so no information will be lost from the Byt Request.

By removing the double-count, the Department’s Badgill more accurately reflect the total funds egiated to the Department,
and the actual expenditure for Medicaid services.

(A) MENTAL HEALTH CAPITATION PAYMENTS

The Mental Health Capitation Payments line itemex§ the appropriation that funds Medicaid mehedlth services throughout
Colorado through managed care providers contraoyethe Department. As a result of competitive preawent, five behavioral
health organizations were awarded contracts witthatgd capitation rates and services effective Jgnua2005. Payments for
Mental Health Institute Rate Refinance Adjustméiternatives to Inpatient Hospitalization at the i Health Institute at Pueblo,
Alternatives to Inpatient Hospitalization at the Mt Health Institute at Fort Logan, and Alternasvto the Fort Logan Aftercare
Program were separate payments prior to FY 0546 ,racorporated into the Mental Health Capitati@yfents line item in FY 05-
06.

The behavioral health organizations are responddyeproviding or arranging all medically necessangntal health services to
Medicaid-eligible clients within a specified geogh& location for a pre-determined capitation raiée Department pays actuarially
certified rates to each behavioral health orgaiinafor each Medicaid client in each Medicaid difiiy category. Amounts are
prorated for partial months of service and retnwactligibility is covered. Payments vary acroghdvioral health organizations, as
well as eligibility categories.
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The Medicaid populations that are eligible for nagfitealth services covered by capitation ratecanebined into six categories, as
indicated in the table below. Partial Dual Eligibland Non-citizens are ineligible for Medicaid ta¢health services.

Eligible Medicaid Mental Health Populations

Adults 65 and Older (OAP-A)

Disabled Adults 60 to 64 (OAP-B) and Disabled Indizals to 59 (AND/AB)

Categorically Eligible Low-Income Adults (AFDC-AExpansion Adults, and Baby Care Program — Adults
Eligible Children (AFDC-C/BC)

Foster Care

Breast and Cervical Cancer

Analysis of Historical Expenditure Allocations acss Eligibility Categories

At the beginning of a contract cycle, behavioraéltie organization capitation rates were enteredhe Medicaid Management
Information System. Monthly payments were paideldasn eligibility categories. The Medicaid Manag&minformation System
provided detailed expenditures by behavioral heattanization and eligibility category but did notlude offline transactions and
accounting adjustments. The only source that deduall actual expenditure activity is the Colordelpancial Reporting System.
The drawback was the Colorado Financial Reportiggtedn provided total expenditures, but not by bllgy category. The
exception was the Breast and Cervical Cancer Teatirogram eligibility category, which was repdrseparately in the Colorado
Financial Reporting System. Since an allocatioah teebe calculated to determine the amount of detx@enditures across the other
eligibility categories, a ratio was calculated &ach eligibility category by dividing the Medicaidanagement Information System
eligibility category expenditures (less the Breastl Cervical Cancer Treatment Program eligibiléyegory) by the total Medicaid
Management Information System expenditures (lessBiteast and Cervical Cancer Treatment Progranibilig category). The
ratio for each category was multiplied by the tagbenditures (less the Breast and Cervical Cahiatment Program eligibility
category) from the Colorado Financial Reportingt&ys This calculation estimated actual Coloradwafcial Reporting System
expenditures across each eligibility category. idfare between the two systems was less than 0.3%.

Description of Transition to New Methodology

Member month methodology was used prior to 2005nathe administration of Medicaid Mental Health Coumity Programs was
transferred from the Department of Human Servicethé Department. Historical expenditures wereded by the capitation rates
for the region served by each mental health assegsand service agency (now known as behaviordheeganizations) to estimate
the number of member months for which capitatiopnments were made. Mental health caseload growds naere applied to these
member months to calculate projected member monkhsmber months were multiplied by the capitatiates for the upcoming
year to determine the projected capitation basenpays. The problem with this system was that memimeths, which reflected the
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impact of retroactive payments, were not equivatenthe Medicaid caseloads used in Medical Servitiesniums, which did not
include retroactivity. This methodology was usetiliebruary 15, 2005.

The FY 04-05 Supplemental Request and FY 05-06 Budequest Amendment presented to the Joint Bu@getmittee on
February 15, 2005, began moving towards the cupentcapita methodology. The FY 04-05 SupplemeRe&guest relied upon a
regional analysis of actual expenditures for thet fialf of the year and regionally projected membenths multiplied by capitation
rates for the second half of the year. The FY 630dget Request Amendment was based on an analysiatewide per capita
costs with forecast factors by eligibility typeatBng to the per capita costs selected to estifdt85-06 expenditures, which were
multiplied by the mental health caseload.

Similarly, the FY 06-07 Budget Request presenteithéoJoint Budget Committee on November 15, 2006 deaveloped from trended
statewide per capita costs to estimate FY 05-O6capita. The per capita was multiplied by the rakhealth caseload to arrive at
projected expenditures by eligibility category. tékfan adjustment for recoupments planned for FXO®5the final requested per
capita was determined by dividing projected neteexlitures by the projected average mental headtélaad.

The FY 05-06 Supplemental Request and FY 06-07 Budequest Amendment presented to the Joint Bu@getmittee on
February 15, 2006 combined the annualized peradmm the second half of FY 04-05 actual expemdgwand first half of FY 05-
06 actual expenditures using average monthly caddtar the two periods. Annualized per capita Wes determined for each half
year and the one most closely reflecting trended das used to develop the FY 05-06 Supplementgé&st. Following the FY 05-
06 Budget Request, the FY 06-07 Budget Request Ament was then developed, using an estimatedmetease of 2.71%, based
on various forecast factors, including the Departsetrended cost analysis, the Medicare Economdex from the Centers for
Medicare and Medicaid Services, and the U.S. Depant of Labor's Bureau of Labor Statistics consuprére index for local
medical costs, for each eligibility category. Vé¢hthe data was from two different fiscal yearss tvas the first use of actual per
capita to develop projected expenditures.

The FY 07-08 Budget Request was the first to fulplement the process using previous year actualuats trended forward by
applying a 3.85% increase (from the actuarial fieation letter) to the FY 05-06 actual per captaeligibility category to reflect a
comparable change in rates to develop the FY Oésbiate per capita. The FY 06-07 Estimate petadjase was also increased
due the inclusion of $12,343,420 for Goebel enhdreervices. A transfer of $12,275,081 was apprdwedhe Joint Budget
Committee, through the 1331 Emergency Supplemeatplest of September 20, 2006. The remaining 3688y@as due to rate
increases that were implemented July 1, 2006. Whss necessary because the Centers for Medicar®editaid Services denied
the Department to continue “pass-through” paymént§oebel enhanced services and required actlyacettified rates be used.
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The Department determined that the best way toegehactuarial certification of these services wasnicluding Goebel enhanced
service costs in the per capita. Mental healtleloasl projections were also updated to reflectmost recent data. The updated
mental health caseload multiplied by the estimated capita result in the FY 06-07 Estimate. Theesgrocess, using a 3.76%
actuarially certified increase, was then used teeldp the FY 07-08 Budget Request using the FY D&6timate as the base. The
FY 08-09 Budget Request was calculated using thie saethodology, adjusting for current expenditwapropriate.

The following narrative describes in greater deta assumptions and calculations used in devejapie FY 08-09 Budget Request
for Medicaid Mental Health Community Programs.shibuld be noted that the data and values in marlyeoéxhibits are contained
and/or calculated in one or more other exhibitsclwhinay come before or after the exhibit being deedr When this occurs, the
source exhibit will be noted. The exhibits beimferenced can be found in the Department’s Novertb@007 Budget Request,
Volume 1, Section F.

Medicaid Mental Health Community Programs Historitand Future Projection Overview (Exhibit AA):

Exhibit AA demonstrates the changes in spendingcaseéload for Medicaid Mental Health Community Pamgs. The expenditures
are those reported in the Colorado Financial Reamp&ystem for completed fiscal years, plus the#YO8 Estimate and the FY 08-
09 Base Budget Request. All of the years prioFYo06-07 have been adjusted to include Goebel ex@thservice costs for each
particular year (see page DD-5 for the calculaji@amsl therefore vary from previous submissions.e Ofithe strengths of per capita
budget methodology is using the mental health oaseshown in Exhibit DD by eligibility category. e@ain Medicaid Medical
Services Premiums eligibility categories shown xhiBit B are excluded from the mental health eligjocategories, namely Partial
Dual Eligibles and Non-Citizens.

The mental health caseload excludes the caselaaBddial Dual Eligibles and Non-Citizens and ttesthe Medicaid Medical
Services Premiums Exhibit B. Please see the MiediCaseload section of the Medical Services Premiwmarrative for further
discussion of Medicaid Caseload projections. Tihartcin Exhibit AA illustrates a comparison in thleange of the mental health
caseload compared to the change in capitated expersd

General Fund, Cash Funds Exempt, and Federal Funlligtch Calculations, FY 08-09 (Exhibit BB):

Exhibit BB details funds splits for all Mental H#alCommunity Programs budget lines for the FY 07E38mate and the FY 08-09
Budget Request. For all of the capitation paymentept the Breast and Cervical Cancer Programiutiiing is 50% state funds
and 50% federal funds. Payments for clients inBheast and Cervical Cancer Program receive a &ré&l match rate and are
described separately below. Capitation expendithieve been split between traditional clients axghesion clients funded from
Tobacco Tax Funds.
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In both the FY 07-08 Estimate and the FY 08-09 Ratdgequest capitation base, traditional clienteivec50% General Fund and
50% federal funds, while capitation base expansi@mmts receive 50% Cash Funds Exempt from thetHe&2dre Expansion Fund,
created by the Tobacco Tax Bill, and 50% federatifij except for the Breast and Cervical Cancerdpt@en and Treatment Program
which receives 35% State funds and 65% federalsfiunid the FY 07-08 Estimate, funding for Breasi &ervical Cancer Program
traditional clients is 8.75% Cash Funds Exempt ftbenBreast and Cervical Cancer Prevention andtifieed Fund (administered by
the Department), 26.25% General Fund and 65% fetlerds. Funding for expansion clients is 35% CBahds Exempt from the
Prevention, Early Detection and Treatment Fund (asgtered by the Department of Public Health andiiEmment) and 65%
federal funds. In the FY 08-09 Budget RequestaBrand Cervical Cancer Program funding for tradél clients is 35% General
Fund and 65% federal funds. Funding for expansl@nts is 35% Cash Funds Exempt from the Prevenfi@rly Detection and
Treatment Fund and 65% federal funds. A sepandiihit was not necessary for the Breast and Calr@ancer Program. Hence, a
description of the Breast and Cervical Cancer Rimgmmediately follows this section.

Medicaid Mental Health Fee-for-Service Payments edseive 50% General Fund and 50% federal fuilt® sum of the capitations
and the fee-for-service payments comprise the Dejeaut’'s Request.

Anti-Psychotic Pharmaceuticals are reported foorimation purposes only as Cash Funds Exempt tadadouble counting an
appropriation that is included in the Departmemfiedical Services Premiums line item. As describbdve, the Department is
officially recommending removal of this double couss the amount can be found in the Medical Sesvieremiums section. A brief
summary of the Anti-Psychotic Pharmaceuticals follews the Mental Health Fee-For-Service PayméBidhibit HH) section.

The Department’s current year estimate (FY 07-68)a longer inflated due to the over-expenditustrietion imposed as a result of
the Department’'s FY 06-07 over-expenditure. Thifes from prior year Budget Requests. This litem has over-expenditure
authority pursuant to Section 24-75-109 (1) (aR.S. (2007). The Department will require a sup@etal appropriation for the total
restriction pursuant to Section 24-75-109 (4) @R.S. (2007), but this is not reflected in the 8#ment’'s Request. The total
supplemental appropriation required to lift thetmetion is described in Exhibit FF.

Mental Health Services for Breast and Cervical Card®rogram Adults:

SB 01S2-12 created the Breast and Cervical CaneareRtion and Treatment Program. SB 05-209 inaatpd funding for the
Breast and Cervical Cancer Patients into the apjatign for Medicaid Mental Health Community Progia Capitation Payments
effective with the FY 05-06 budget. Mental healtne for clients in the Breast and Cervical Cairegram is managed through the
capitation contracts with the behavioral healthamigations. Therefore, the budget is based onntbrtal health caseload that
includes the Breast and Cervical Cancer Progranité&eligibility category. In addition to differeffiind splits, a separate per capita
is paid for Breast and Cervical Cancer Treatmeagim Adults than the one paid for Eligible Adultgalth Care Expansion Fund
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Low-Income Adults, and Baby Care Program — Adulr this reason, they are shown as a separatbilgygcategory throughout
the budget request.

Annual designations of General Fund contributianprbgram costs are specified in Section 25.5-5{3p8b) and (c), C.R.S. (2007).
Exhibit BB details funds splits for Mental Healtlo@munity Programs Capitations lines. In additiorclients already enrolled in the
program, also called “traditional clients”, the Rejment received funding from the Tobacco Tax @B 05-1262) to enroll more
clients in the Breast and Cervical Cancer Progrdimese clients, called the “expansion clients”, fareled by the Prevention, Early
Detection and Treatment Fund administered by theaRment of Public Health and Environment and tbéakcco Tax Bill (see the
explanation below and Exhibit GG, which shows albdicco Tax impacts, for a full explanation). Thading for the expansion
clients is 35% Cash Funds Exempt and 65% fedenalsfu For traditional clients, the source for CRahds Exempt is the Breast and
Cervical Cancer Prevention and Treatment Fundgkmpansion clients, the Department receives a tarisfm the Department of
Public Health and Environment from the Preventiarly Detection and Treatment Fund.

Medicaid Mental Health Community Programs Summarkgxhibit CC):

Exhibit CC presents a summary of mental healthlcadeand capitation expenditures itemized by elligybcategory as well as a
summary of the rest of the Mental Health CommuRitggrams. The summary reflects the overall chamgapitation expenditures
from $184,640,568 during FY 06-07 to an estimat@06$359,423 for the FY 08-09 Budget Request. At shme time, total
Medicaid Mental Health Community Programs expemdsu increased from $220,303,363 (including the $m8lion
overexpenditure) in FY 06-07 to an estimated $280,@33 for FY 08-09. During that time frame, capdn expenditures decreased
from 83.8% to 82.2% of total Medicaid Mental Healbmmunity Program expenditures. These calculatioolude an increase of
$9,445,931 in Medicaid Anti-Psychotic Pharmaceigica

The net capitation payments include recurring esjestich as net recoupment of payment for clients ldeemed ineligible for
Medicaid (explained in detail on page F.FF-2), ot one-time events, such as the impact of a gaar overexpenditure restriction.
In this manner, recurring events become part ottptation base. One-time events are separateftifitd and are not folded into
trended analyses by eligibility category. One-tialgustments not incorporated into trended capitaggpenditures are listed in
Exhibit EE.

Mental Health Caseload and Per Capita History anddiections, Expenditure History, and Calculation®if Goebel Adjustments,
for FY 08-09 Request (Exhibit DD)

Exhibit DD has been completely revised for the B¥0® Budget Request. Per capita history and ptiojes; formerly in Exhibit EE,
have been significantly expanded to provide infaromaon each of the nine eligibility categoriesheTsame is true for per capita
projections and historical expenditures. The dattns, including the Goebel lawsuit expenditurgs the expenditure history, are
included for FY 03-04 through FY 05-06. Each o thbles that comprise Exhibit DD is described Wwelo
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Medicaid Mental Health Community Programs Caselofat FY 08-09 Request

Medicaid Mental Health Community Programs caselsadisplayed in two tables. Table 1 is the samen& as previous years
showing total caseload for the combined disableédgmaies as well as the combined Adult categoriesble 2 displays caseload by
all Mental Health eligibility categories. Figurts FY 03-04 through FY 06-07 are actual caseloadsle FY 07-08 and FY 08-09

caseloads are trended current estimates. Theoeaselimbers and percentage changes are used imausnexhibits throughout the
Medicaid Mental Health Community Programs Exhilaitel narrative.

Medicaid Mental Health Community Programs Per CapiHistorical Summary

As with caseload, Medicaid Mental Health Commuirittypgrams per capita is displayed in two tablesblél'd sets forth total per
capita for the combined disabled categories asagehe combined Adult categories. Table 2 dispfagr capita by all Mental Health
eligibility categories. However, since the actpaf capita from Table 1 is the same for both deshichtegories, and the three Adult
categories have a single per capita, the trueggatacis shown in those categories and will noth@iatatically be the same as dividing
each individual category expenditure by the caskld@gures for FY 03-04 through FY 06-07 are akctaseloads, while FY 07-08
and FY 08-09 caseloads are trended current essmatee per capita numbers are used in numeroulsitsxinroughout the Medicaid
Mental Health Community Programs Exhibits and Narea

Medicaid Mental Health Community Programs Expendies Historical Summary

The history of expenditures covers FY 04-05 throByh06-07, includes combined category and expadéegory tables, as well as
total expenditures for both capitations and feeskenvice expenditures. For fee-for-service expenel service categories are listed
separately. Expanded service category informdtiofee-for-service expenditure is not availabl®pto FY 04-05.

As described briefly in “Analysis of Historical E&pditure Allocations across Eligibility Categoriesjove, actual expenditures are
only available from the Colorado Financial Repat®ystem. Expenditures by eligibility categonhestthan the Breast and Cervical
Cancer Treatment Program, are not available frarQlorado Financial Reporting System. The Mediddanagement Information
System does provide expenditures by eligibilityegatry, but does not include offline transactiond aocounting adjustments. Since
the two systems are within 0.3% of each other, ffata the Medicaid Management Information System ba used to distribute
total expenditures from the Colorado Financial Repg System across eligibility categories.

A ratio is calculated for each eligibility categobby dividing the Medicaid Management Informationst&m eligibility category

expenditures by the total Medicaid Management mfition System expenditures. The ratio is multgply the total expenditures
from the Colorado Financial Reporting System. Takulation estimates actual Colorado FinancigddReng System expenditures
across each eligibility category. The Breast aedvical Cancer Treatment Program expendituresamesd out of both totals before
the calculations are done, since this is the oalegory that does not need to be estimated. Creeverall expenditures by
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eligibility category are determined, they may bgidkd by the actual average monthly caseload feh edigibility category to
determine the actual per capita for each eligibitiategory. This is the base year information ss&e/ to develop estimate and
request year figures. The per capita are theriddlmn page F.DD-2 as FY 06-07.

Adjustments to Medicaid Mental Health Community Riams Expenditures for Inclusion of Goebel Expendlits

For comparative purposes, expenditures for alls/@aust contain the same primary components. Hawexpenditures for Goebel

enhanced services were not included in the capitggayments for the years shown prior to FY 06-Uierefore, an adjustment was
made for those years. The table sets forth aaMpénditures including the Goebel expenditures.tu@lcexpenditures were

distributed by an average percentage from availpdées since actual percentages were not availablevery year. These are the
capitation expenditures used in the previous sestid this exhibit.

Medicaid Mental Health Community Programs FY 07-@stimate and FY 08-09 Budget Request (Exhibit EE)

Exhibit EE provides calculations for exhibits thade FY 06-07 Actuals, FY 07-08 Estimate year, antd 08-09 data. The
calculations for eligibility category expenses gvet capita in the FY 06-07 base year, as well agldpment of the FY 07-08
Estimate year and the FY 08-09 Budget Request aigapresented in this exhibit. It is from this dihthat data in other exhibits
regarding these years was derived.

The Department has adopted a per capita budgebn@tygy that incorporates the mental health cagesdb®wn in Exhibit DD by
eligibility category and Medicaid Mental Health Gapon Program expenditures using combined dishloletegories as well as
combined Adult categories. Per capita methodoluag been used to calculate the FY 07-08 Estimatdcadevelop the FY 08-09
Budget Request. Per capita budget methodologyzer@based budget tool that examines the cost liggnle Medicaid client and
multiplies that unit cost by the number of clieatgected. Historical data shown in detail in EXhikD began in FY 03-04 because
the transfer of Medicaid Mental Health Servicesghe Department began in the last quarter of that.yd°rior data not only had a
different accounting basis, but reflected differeates, services, and provider groupings.

The per capita budget methodology is straightfodwvém FY 06-07, the base year, per capita costg walculated by dividing total
actual expenditures for each eligibility categosy the actual average monthly mental health case&advn in Exhibit DD to
determine a per capita cost for the base yearigyp#ity category. This represents an average @mapent per client by eligibility
category in the base year. This calculation is irtaontd since the base year is the most recent peawtiich actual expenditures and
caseload are available. Once the base year amaentsdetermined, the FY 07-08 Estimate and FY 0&808get Request per capita
were developed.
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To develop the FY 07-08 estimate, the Departmemtsswith total year-to-date expenditure and therye-date per capita cost. This
per capita cost is not final; because of the caset accounting system, per capita costs reflgehgats from prior years as well as
the current years. Therefore, the Department tljlhe current half-year per capita to accounttiier estimated change in the per
capita cost from the first half of the year to gezond half. The adjusted per capita is multipbgdhe estimated average monthly
caseload for the second half of FY 07-08, and time sf the expenditure from the first and secondidmbf the fiscal year constitute
the estimated FY 07-08 base expenditure. The Dmpat then subtracts the estimated value of receufsnexpected to be

performed during FY 07-08. This is the estimat®&d07-08 total expenditure.

To develop the FY 08-09 estimate, the Departmemtgsewith the FY 07-08 Base Per Capita Cost. Tigisre does not include

expected recoupments in FY 07-08. The base peatacaprended forward using the average percentagease in the actuarially
certified rates between FY 05-06 and FY 07-08. Deeartment’s rationale for this trend factor iscéed below. This per capita
is then multiplied by the FY 08-09 projected caadldo determine the expenditures before adjustnm#mes“Base Expenditure”).

The Department then subtracts the estimated vdluecoupments expected to be performed during FO®@8 This is the estimated
FY 08-09 total expenditure.

Beginning in January 2009, the Department will iempént calendar year rates instead of fiscal ydas.ra Since the actuarially
certified percentage increase is accepted as tlsé neitable predictor of mental health capitatiogpenditure growth, the Department
has adjusted the FY 08-09 per capitas by 3.70%s gdrcent is based on the actuarially sound iofiatactor that all plans will be
given for the period of July 1, 2008 — December Z108. This rate increase is constant acrosddaltaegories. It is unknown at
this time whether growth will be substantially eifént after the end of the current contracts. &foee, the Department assumes that
while payments between plans and regions may chawgeall growth, as measured in the Budget Reguekthold to the predicted
3.70%.

It is important to note that the Department doesaujust projected expenditure for either estimatests due to the Goebel lawsuit,
or SB 07-002 (Expansion of Foster Care). Goebgingats were included in the FY 06-07 capitatiorebasd are included as part of
the total estimate. The Department accounts fol03®02 by increasing total caseload by the es@chaumber of clients. This
adjustment is described in detail in the Medicag$€load portion of this Budget Narrative. Becahsse clients are paid at the same
capitation rate as other foster care children,ddit@nal adjustment needs to be made.

Actuarially Certified Rates

The determination of capitated rates with the bamalhealth organizations needs to be actuareditified and approved by the
Centers for Medicare and Medicaid Services, thusaally certified rate increases could reasondimy expected to be good
predictors of future costs. The trended cost amalyy the Department’s contracted actuary begareWagwing encounter data and
financial reports from each behavioral health orztion and regions, and annual average rate isesefor various service areas.
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Then, the analysis was used to develop estimatessifincreases or cost factors for each serviea girough FY 07-08 and an
average trend for each was calculated.

For the FY 07-08 Supplemental Request, the Depaittimas replaced the trend factor based on the raflyasound rate increase
with actual expenditure data. For FY 08-09, thg@&ament uses the actual increase, 3.70%, whidnoeibpplied to each provider
and aid category.

Reconciliation of Spending Authority to Actual Expélitures (Exhibit FF):

This exhibit has been revised for the February 20)8 Budget Request, and is now a similar formatht Medical Services
Premiums Exhibit L. This exhibit displays the F8-07 final actual total expenditures for the Medicklental Health Community
Program, including fund splits, and the remainiatphce of the FY 06-07 appropriation (if applicable

Explanation of FY 06-07 Overexpenditure:

In FY 06-07, there was a total funds overexpenditfr$1,499,555. While the actual caseload waS%.Qnder the appropriation, a
change in mix between high and low cost eligibitBtegories, and a change in the mix of variousatiehal health organizations'
rates, contributed to the overexpenditure. Theeymenditure was the net of: greater than antieghataseload in Children/Foster
Care and Adults, with capitation payments $2.1iomlland $0.1 million over the projected amountspeetively, and lower than
anticipated caseload in the disabled category, whéd capitation payments $0.7 million under therapriated amount.

Of the Department’s overexpenditure, $1,474,141 @aseral Fund and $750,906 was federal funds. | Derexpenditure was
partially offset by an underexpenditure of $725,482Cash Funds Exempt. Underexpenditure, howedees not cause any
restrictions to the Department’s appropriation.rdaant to Section 24-75-109 (4) (a), C.R.S. (20th®,Department will require a
supplemental appropriation to lift the restriction.

Mental Health Recoupment of Payments Made for Clisiround to be Ineligible for Medicaid (Exhibit FF)

Capitation payments are made on a monthly basmugfimout the year in the Medicaid Management InfolonaSystem. When
clients are determined to be eligible for benefégoactively, retroactive capitation payments ar@de to the behavioral health
organizations through the Medicaid Management médron System. When clients are determined tonbégible for Medicaid
benefits retroactively, a recoupment of the cajpitepayments is completed separately. Becauserglsisupment is a recurring
process, it is regarded as part of the capitatase bor analytical purposes. Page F.FF-2 summaheesxpected fiscal impacts.
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The Department has worked to reduce the paymentketdehavioral health organizations for clienteradleemed ineligible for
Medicaid. Historically, monthly capitation paymentere made on a prospective basis. In Febru&i§,28e Department converted
to concurrent capitation payments. FY 04-05 waditist full year for monthly capitation payments @ concurrent basis.

Prior to FY 05-06, the recoupment process was @oce a year, with a two-year lag. Implementatibbiannual recoupments with
a one-year lag will shorten the time to recoup tedioin payments made for retroactively ineligiblemts. No recoupments were
made during FY 05-06 due to a computer programroirange, which was completely implemented in eably72 The estimated FY
07-08 and FY 08-09 recoupments have been decreasadesult of more timely eligibility processingedto the implementation of
the Colorado Benefits Management System and amgsthange made in FY 06-07 to pop-up a warning agesso Colorado
Benefits Management System users when the poténtiancellations or retroactive terminations esis The warning is intended to
minimize the number of retroactive terminationdenefits cancellations. Since payments should ibhemzed during months where
a client was terminated, no recoupments will beeagary for them. As the implementation was begafarb any recoupments were
made, the Department chose not to process any pe@nis in FY 05-06. There was time for only onarigerecoupments to be
made for FY 03-04 ineligibles in FY 06-07. It impned that recoupments for FY 04-05 and FY O5n@digibles will be made in FY
07-08 which will bring the Department to a one ylearbeginning in FY 08-09. The Department’s esterat FY 07-08 recoupments
of payments made during FY 04-05 and FY 05-06, wdwrcurrent capitation payments were made througtheuyear, reflects the
effect of the change to concurrent recoupmentsn@dsm due to the change in termination procedureiomed above will be
reflected in future years. Due to these two chanpesamount of funds the Department recoups is@&gp to drop significantly from
the past.

Tobacco Tax Impacts on General Fund, Cash Funds xgt, and Federal Funds Match Calculations (Exhib@G):

Exhibit GG is a stand-alone exhibit designed tonshime effect of the Tobacco Tax Bill (HB 05-1268)the Medicaid Mental Health
Community Programs. This exhibit presents progc@seload and costs itemized by eligibility catgdor the FY 07-08 Estimate
and the FY 08-09 Budget Request. Note that theleads shown are the average monthly number owér yazar and will fluctuate
monthly through the year.

HB 05-1262 established a number of funds, two attiprovide funding to the Medicaid Mental Healtbr@munity Programs line:
the Health Care Expansion Fund administered byDbkpartment, and the Prevention, Early Detectiord @neatment Fund
administered by the Department of Public Health Bngdironment. The Health Care Expansion Fund pies/icapitated mental
health funding for expansion adults, individualgjible as a result of the removal of the Medicasded test, as well as the Children’s
Extensive Support and Children’s Home and CommuBaged Services waiver programs. The Preventiany BDetection, and
Treatment Fund provides funding for cancer treatnierough its Breast and Cervical Cancer Treatnpeagram. The caseload
attributable to these clients is included in thentakhealth caseload in Exhibit DD and thereformactuded in all exhibits that include
caseload.
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With the passage of HB 05-1262, the Departmentiveddunding to provide services to the 478 indiats on the Children’s Home
and Community Based Services waiver program waiigig In addition, the Joint Budget Committee ided to add an additional
200 expansion slots during FY 06-07 Figure Set{see the March 13, 2006 Figure Setting Documemgje d&5). In total, there are
678 expansion slots in the Children’s Home and Canity Based Services waiver program that will beved in FY 07-08 and

subsequent fiscal years. Please see Exhibit GGh@iDepartment’s projected Health Care ExpanswomdFexpenditures for the
Children’s Home and Community Based Services.

HB 05-1262 also provided additional funding to day 148 individuals on the Children’s Extensive $ag wait list. However,
since 99 of these clients were already Medicagildé, expenditures associated with these clieatsiat be billed to the Health Care
Expansion Fund. Therefore, only 49 of the origitd8 expansion slots are funded with Health CagaBsgion Fund money. During
FY 06-07 figure setting, the Joint Budget Committggroved an additional 30 expansion slots (Mar8h2D06 Figure Setting
Document, page 145), of which 10 will be paid forough the Health Care Expansion Fund. In tolel,Department expects to pay
for 59 Children’s Extensive Support expansion siotBY 07-08 and subsequent fiscal years. EXxI@it provides additional detail
regarding the Department’'s FY 07-08 and FY 08-Ofhede of expenditures for the Children’s Extensiepport expansion
population.

The Health Care Expansion Fund also provides daglitenental health services to expansion adultsis pbpulation consists of
individuals that meet the following requirementkitiey are parents of children that are eligiblegvher Medicaid or the Children’s
Basic Health Plan, 2) their income is less than @%he federal poverty level, and 3) they are aitierwise eligible for Medicaid.
The estimated caseloads of 8,151 in FY 07-08 ab&0in FY 08-09 were taken from the Departmentsetzad projections provided
in this November 1, 2007 Budget Request (see BxBBi— 1). Per capita costs for each expansiomlptipn are assumed to be the
same as for the traditional populations. This esduse the vast majority of mental health servmgments are made via the
capitation, and do not change based on clientzatibn.

Finally, the Health Care Expansion Fund pays fdividuals that are eligible for Medicaid as a résidlthe removal of the asset test,
as required by HB 05-1262. Due to the fact thahyrdedicaid recipients are no longer required tonsii information for the asset
test, the Department has found it difficult to Wwaxpenditures for this population. Currently, sppmately 50% of the total asset
test removal population has an asset test flagall@ws the Department to discern whether or ney tare eligible as a result of the
removal of the asset test. To project expenditurése Medicaid Mental Health Community Programe ffor the asset test removal
population from FY 07-08 and forward, the Departtrigas applied its estimated caseload and per cgpoteth rates from FY 06-07
to FY 07-08 to actual FY 06-07 expenditures. Assult, the Department estimates that the asdetai@®val population will require
$5,323,236 and $5,364,751 in total funds for FYO87and FY 08-09, respectively.
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(B) OTHER MEDICAID MENTAL HEALTH PAYMENTS

All Medicaid Mental Health Community Programs payisewhich are not part of the capitation paymengsuander this Long Bill
group. Of the two appropriations in this grouplyadental Health Fee-For-Service Payments are &etx@enditures while Mental
Health Anti-Psychotic Pharmaceuticals, which ane fram Medical Services Premiums, are includedifidormation only.

Medicaid Mental Health Fee-for-Service Payments (fikit HH):

Medicaid Mental Health Fee-for-Service Paymenta sgeparate budget line item in Medicaid Mental He&ommunity Programs.
Expenditures for this line shown in Exhibit HH. THata from Exhibit HH also appears in Exhibits A28, and CC as well as the
Schedule 13.

The Medicaid Mental Health Fee-for-Service Paymeapgpropriation allows Medicaid clients not enrolleda behavioral health
organization to receive mental health servicesropleed Medicaid clients to receive mental healgnv&es not covered by the
behavioral health organizations. The services rexe covered either because the client is not esdoih a behavioral health
organization or the services are outside the sadpbe behavioral health organization contract. didare crossover claims are
included in the fee-for-service category. Theselmhavioral health organization covered servioeglfents enrolled in a behavioral
health organization who are eligible for both Mede&and Medicaid.

Fee-for-service providers include, but are nottkahito hospitals, psychiatrists, psychologistsnpry care physicians, and mental
health centers. The State also reimburses pravitheough fee-for-service if either the diagnosishe procedure is not included in
the behavioral health organization contract orpgdwgent is not enrolled in a behavioral health argation.

History and Background Information

The nature of Medicaid Mental Health Fee-for-Seevitayments has changed in recent years. Prio¥ t02F03, Fee-for-Service
Payments were included in the Medicaid Mental He@lapitation base appropriation. During FY 02-€8se management services
provided by community mental health centers wectugied in the Mental Health Fee-for-Service Paysamupropriation. During
FY 03-04, case management services were provideirgle Entry Point agencies and were still parthef Mental Health Fee-for-
Service Payments appropriation, but they were maodtle Medical Services Premiums appropriatioRYn04-05. Also during FY
04-05, fee-for-service mental health care for depeientally disabled clients living in Regional Ganst was transferred from the
Department of Human Services to the Department'sittleHealth Fee-for-Service Payments appropriatidme changes to case
management services and mental health care fotagewentally disabled clients are discussed below.

Historically, community mental health centers pded case management services to the Children’s HonieCommunity Based
Services for the Mentally Il waiver clients on eeffor-service basis. Effective July 1, 2003, thep&@rtment began utilizing
contracted Single Entry Point agencies for theseicss instead of the community mental health asntd~unding for these case
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management services remained in the fee-for-sep@genents appropriation for FY 03-04. Howevercsirsingle Entry Point
contracts are customarily paid from the Medicav@®ers Premiums, the Department requested that Sese&es be transferred to the
Medical Services Premiums Long Bill group. The@amental appropriation to the Department (SB 08)Ihoved Single Entry
Point case management from the Mental Health Fe&dovice Payments line item to the Medical Sewieeemiums line item in FY
04-05 and was effective July 1, 2004.

The supplemental appropriation to the DepartmeBt{5-112) also authorized the transfer of the feeservice mental health care
for developmentally disabled clients living in Regal Centers from the Department of Human Servioethe Department. This
followed a 1331 Emergency Supplemental submitte@eptember 3, 2004 which was approved by the Budget Committee on
September 21, 2004 for the transfer of funds frbmm Department of Human Services for Developmeniaaldlity State Plan
services. This action funded State Plan servicegiged to clients in the Developmentally Disablealiver for Children’s Home and
Community Based Services as required by the CefaeMedicare and Medicaid Services, effective @etol, 2004.

In FY 05-06 there was a one-time recoupment of $ERBIn the inpatient services area for disalloywagiments going back to FY
01-02. The recoupment was added back to get amaecbase for trending forward. The recoupmers than deducted to arrive at
a bottom line expenditure which matches data froen@olorado Financial Reporting System. The experes in Exhibit HH are
broken out into the three major categories whictkkemap Medicaid Mental Health Fee-for-Service: gyt services, outpatient
services, and physician services.

Current Calculations

The FY 07-08 Estimate is based on current yearate-dxpenditure, adjusted to reflect the full year$1,435,786. The FY 07-08
Estimate is trended forward by the change in thataldhealth caseload to the FY 08-09 Budget Requé&kt requested amount is
$10,550 less than FY 07-08 Estimate. The Depattmesquest incrementally decreases $63,767 fraamR¥ 07-08. No rate or

utilization increases are forecast. Please seevibdicaid Mental Health Fee-for-Service Paymentsetdhat reconciles to the
Department’s FY 07-08 Estimate and FY 08-09 BudRguest.

Mental Health Anti-Psychotic Pharmaceuticals:

This line is included in the Other Medicaid MenkHzalth Payments appropriation section within thed.-@ill for informational
purposes only. Original funding is in the Medi&arvices Premiums Long Bill group of the Departrigebtidget. For calculations
of the requested amount, see Calculation of Angépstic Drugs under the Medical Services Premiueaticn, Exhibit F. Through
implementation of the Medicare Modernization Atte tcosts to the State for providing prescriptiongdt including anti-psychotic
medications, were expected to decline. Howeverrdke of increase for anti-psychotic medicatioss lbeen approximately the same,
and is projected to continue.

Page 78



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIEMIG; FY 08-09 BUDGET REQUEST; BUDGET NARRATIVE

In this Budget Request, the Department is offigiadiquesting the removal of the Medicaid Anti-PstehPharmaceuticals line item.
This will not impact the Department’s ability toyp#or these drugs, as they are still part of thedMaid physical health benefit (as
are all other pharmaceuticals related to the treatrof mental health conditions, such as anti-ckganets). The Department will
continue to report expenditure for anti-psychoiicsts Budget Request in future years (such asxhiliit F of the exhibits for
Medical Services Premiums, and/or the Strategin)P&nd so no information will be lost from the Byt Request.

By removing the double-count, the Department’s Badgill more accurately reflect the total funds egiated to the Department,
and the actual expenditure for Medicaid services.

Global Reasonableness Test for Mental Health Capda Payments (Exhibit I1):
This exhibit displays several global reasonablebtests as a comparison to the projection in thidggt Request.
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